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EA-90-01 


ENVIRONMENTAL ASSESSMENT BOARD 
ONTARIO HYDRO DEMAND/SUPPLY PLAN HEARING 


IN THE MATTER OF the Environmental Assessment Act, 
R.S.O. 1980, c. 140, as amended, and Regulations 
thereunder; 


AND IN THE MATTER OF an undertaking by Ontario Hydro 
consisting of a program in respect of activities 
associated with meeting future electricity 
requirements in Ontario. 


Held on the 5th Floor, 2200 
Yonge Street, Toronto, Ontario, 
Tuesday, the 5th day of January, 
1993, commencing at 9:00 a.m. 


VOLUME 174 
By Bera: RvE Ss 
THE HON. MR. JUSTICE E. SAUNDERS Chairman 
DR. G. CONNELL Member 
MS. G. PATTERSON Member 
PLA ror : 

MR. M. HARPUR Board Counsel 
MR. R. NUNN Counsel/Manager, 

Information Systems 
MS. C. MARTIN Administrative Coordinator 
MS. G. MORRISON . Executive Coordinator 
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ONTARIO HYDRO 


IPPSO 


MUNICIPAL ELECTRIC 
ASSOCIATION 


PROVINCIAL GOVERNMENT 
AGENCIES 


NORTH SHORE TRIBAL COUNCIL, 
UNITED CHIEFS AND COUNCILS 
OF MANITOULIN, UNION OF 
ONTARIO INDIANS 

COALITION OF ENVIRONMENTAL 
GROUPS 

MINISTRY OF ENERGY 


NORTHWATCH 


AMPCO 


ENERGY PROBE 


ENVIRONMENT CANADA 


PUBLIC HEALTH COALITION 
(OPHA, IICPA) 


SESCI 
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Digitized by the Internet Archive 
in 2022 with funding trom 
University of Toronto 
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) CITY OF TORONTO 
CITY OF TORONTO, 


SOUTH BRUCE ECONOMIC CORP. 


ONTARIO FEDERATION OF 
AGRICULTURE 


CONSUMERS GAS 


) CAC (ONTARIO) 


RON HUNTER 

POLLUTION PROBE 
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T. HEINTZMAN ) ATOMIC ENERGY OF CANADA 

D. HAMER ) 

C. FINDLAY ) 

P.A. NYKANEN ) CANADIAN MANUFACTURERS 
ASSOCIATION - ONTARIO 

G. MITCHELL SOCIETY OF AECL PROFESSIONAL 
EMPLOYEES 

S. GOUDGE CUPE 

D. COLBORNE NIPIGON ABORIGINAL PEOPLES' 
ALLIANCE 

R. CUYLER . . ON HIS OWN BEHALF 

L. BULLOCK | ) CANADIAN NUCLEAR ASSOCIATION 

L. CHAN ) 

R. MATSUI ) 

M. ANSHAN CAESCO 
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Page No. 

AMIR SHALABY, 

PAUL JONATHAN BURKE, 

BRIAN PAUL WILLIAM DALZIEL, 

JOHN KENNETH SNELSON; Previously Sworn. 30380 
Direct Examination by Mr. B. Campbell 30380 
Cross-Examination by Mr. Rogers 30475 
Cross-Examination by Mr. Castrilli 30493 
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796 Ontario Hydro: Demand/Supply Planning - 
Developments Since Panel 10, December 1992. 
(Attachment A - already filed as Exhibit 789 and 
Attachment B filed as Exhibit 788 - Appendix B 
(last page) not incl. in this exhibit.) 


797 EAB: Materials received frim the SESCI - Solar 
Tour, Decimber 9, 1992. 


798 AMPCO: Document entitled "An Examination of the 
Energy and Electricity Intensity of Ontario 
Industry", Henley International Inc. 


799 AMPCO: Document entitled "The Power Adequacy 
Risks of Ontario Hydro Plans", Decision Focus 
Incorporated. 


800 AMPCO: Document entitled "The Impact of 
Electricity Disruptions on Ontario Industry", 
Henley International Inc. 


801 AMPCO Witness C.V.'S. 


802 Florence Mackesy: Background materials used in 
F. Mackesy‘'s Cross-Examination of O.H. Panel 9. 
(Not previously made and exhibit.) 


803 NAN/Treaty #3/TAA: Document entitled "Final 
Guidelines for the Preparation of an 
Environmental Impact Statement on the Proposed 
Conawapa Project; Draft for Comment and Review", 
November 1992. 


804 CAESCO: Witness Statement of Dr. Alan W. Levy; 
document entitled "Energy Performance 
Contracting", October 22, 1992. 


805 CAESCO: Witness Statement of ‘Mr. Shawn Dion; 
document entitled "Energy Performance 
Contracting - A Performance Contractor's 
Perspective", December 15, 1992. 
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806 Northwatch: Review of Technical Reports by 
Ensyn Engineering, Greg Sheehy, December 23, 
1992. 
807 Northwatch: Document entitled "Environmental 


Impacts of Large Hydroelectric Projects", 
Fikret Berkes, Ph.D., December 23, 1992? 


808 Northwatch: Document entitled "Downstream 
Effects of Hydroelectric Developments: 
Impacts and Implications", Mary Ellen MacCallum, 
October 23, 1992. 


809 Witness Statement of Marvin Resnikoff, December 
2a7 29928 
810 ‘Northwatch: Document entitled "A Biological 


Study of the Lake Huron Nearshore North Channel 
Area Between Blind River and Thessalon, 
Ontario", Michael D. Dickman, Ph.D., October 23, 
1992. } 


811 Northwatch: Document entitled "Socio-Economic 
Data Summary, Northern Ontario", Susan Wismer, 
December 23, 1992. 


812 Northwatch: Sustainable Society Project - 
Working Paper #2, “Ecological Design Criteria 
For A Sustainable Canadian Society", D. Scott 
Slocombe and Caroline Van Bers, December 23, 
1992. 


813 Northwatch: Sustainable Society Project - 
Working Paper #3, Socio-Political Design 
Criteria For A Sustainable Canadian Society", 
Sally Lerner, December 16, 1992. 


Bk Northwatch: Document entitled "Conservation and 
Economic Development", Marc J. Sullivan, October 
22, 1992. : 
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815 Northwatch: Document entitled "Sustainability 


and Community-based Conservation Strategies: And 
Assessment of the Espanola Power Savers 
Project", Susan Wismenr, November 15, 1992. 


816 Northwatch: Document entitled "Employment 
_ Effects of Electric Energy Conservation", 
Charles River Associates Administration, 
December 23, 1992. 


817 Pollution Probe: Document entitled "The 
Potential for Regulations and Standards to 
Contribute to Electricity Savings in Ontario", 
Marbek Resource Cosultants, December 1992. 


818 SESCI: Document entitled "A Study if the 
Potential for Active Solar Technologies in~- 
Ontario", Charles A. Bankston, SC.D., December 
237-1992 « 


819 SESCI: Document entitled "The Potential for 
' Passive Solar Technologies to Reduce Ontario's 
Electricity Needs", S. Carpentar, John Kokko, 
Oliver Drerup, M. Niklas, December 23, 1992. 


820 SESCI: Document entitled "The Employment and 
Income Impact of Solar Technologies in Ontario: 
1992 - 2015", Francois Lamontagne, December 23, 
1992. 


821 SESCI: Document entitled "The Potential for 
Photovoltaics in Ontario" R.E. Thomas, P. 
Maycock, December 23, 1992. 


822 NAN/Treaty #3: Witness Statement of Chief Arnold 
Gardiner. 


823 NAN/Treaty #3: Witness Statement of Chief George 
Kakeway. 


824 NAN/Treaty #3: Witness Statement of Elzear 
Taylor. 


Farr & Associates Reporting, Inc. 


why 


bp 
- 


P4 
a) 


a’ 
ied gy 









Fy) 
a SAnangotiont Belgas 
ay hanktev enn? ¥ Wis eee. 
pars wearer asas.tas 


ivy : 







erie”! eesene ahemeaou ee natsutiet cr 
oF eh es at engivofugen 702 felsnese% , eo ue an | 
“hor sed OF Bontvse yifoluzoels 53 esudlsiaoF oC sae ; 
eet vedeets 1SORRIEUBES, esayocet capaiinaall pra) | hg ee 
ee Se : ip ms 
ee 34; - bisa | phe bakrsijao: momen syomue BLS Yi at oa 
tee i ROSAS +eiod evita, 702 laldnsto® a _ nee 
cmauatec aes (avon yapoate (A eelpas “oOhteinD 4, Wehheecuee 
C@G! es | cs - 
403 ritinaued ede heitgldae snategsind ijomae 8 6ei8 | wt 
a! ctandnd adubati- os’ apigoientoet 14 loe gviexsa | = ewe 
wk adob , sedaeguad .& ) "ease veigiseesis © ; > eal 
we, .€S reesoed eafHle om quae, savblo 4 eo Le 


” pe tdd2ed- gnome ~ DSN. , O58 Ve oe ar 


freak ivepoolqut eden 


ty. segaaaae at salpofondost 2alee 36° dpeqat saqant : | 
Fe tae IG “eneedtions ae Asta =~ ee) 7 | 2 ae 
-S ms . ‘ eee. ' ; A 7 ; > 
78 (alyneiet ef" sari calneeat ,foBd ‘£45 
| +, ,o0eOnt 2.8 “clsean eh poisttor3eds a 
ys eS vin KROL £5 veddmg090 Soh ad ar 
‘sfionrt Feit I re: ail sft vsaouryiak £58. a, 
= mi raak - ; y : Ce neal ie 







sacs? Raind I 


* " 


testis 


(via 1) 
eS Oe ke ee IB Ts 
CCont'".d)) 


No. Description Page No. 


825 


826 


827 


828 


829 


830 


831 


832 


833 


834 


835 


NAN/Treaty #3: Document entitled "Hydro-Electric 
Development and the English River Anishinabe: 
Ontairo Hydro's Past Record and Present 
Approaches to Treaty and Aboriginal Rights, 
Social Impact Assessment and Mitigation and 
Compensation" Dr. Peter J. Usher, Patricia 
Cobb, Dr. Martin Loney, Gordon Spafford, 
December 9, 1992. 


NAN/Treaty #3: Document entitled 
"Electromagnetic Fields and Human Health". Dr. 
Samuel Milham, December 12, 1992. 


NAN/Treaty #3: Document entitled "Assessment of 
The Requirement and Rationale for Transmission 
Facilities Associated with 1000 MW Electricity 
Purchase from Manitoba Hydro, Ian Goodman, 
December 1992. 


NAN/Treaty #3: Document entitled "A Critique of 
Ontario Hydro's Method for Dealing with 
Uncertainty in the Load Forecast", Dr. Barbara 
Alexander, December 1992. 


NAN/Treaty #3: Witness Statement of Ida 
Atlookan. 


NAN/Treaty #3: Witness Statement of Noah 
Atlookan. 


NAN/Treaty #3: Witness statement of John 
Baxter. 


NAN/Treaty #3: Witness statement of Eli Baxter. 


NAN/Treaty #3: Witness statement of Joe Big 
George. 


NAN/Treaty #3: Witness statement of Jim 
Boshkaykin. 


NAN/Treaty #3: Witness statement of Norman 
Copenace. 
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No. Description . Page No. 

836 NAN/Treaty #3: Witness statement of Sinclari 
Chaplais. 

B377 NAN/Treaty #3: Witness statement of Brian 
Davey. 

838 NAN/Treaty #3: Witness statement of Walter 
English. 

839 NAN/Treaty #3: Witness statement of Peter 
Cantin. 

840 NAN/Treaty #3: Witness statement of Steve 
Fobister. 

841 NAN/Treaty #3: Witness statement of Chief 
William Fobister. 

842 NAN/Treaty #3: Witness statement of Buddy 
Friday. 

843 NAN/Treaty #3: Witness statement of George 
Brown. 

844 NAN/Treaty #3: Witness statement of James Lac 
Seul. 

845 NAN/Treaty #3: Witness statement of Don Jones. 

846 NAN/Treaty #3: Witness statement of Robin 
Greene. 

847 NAN/Treaty #3: Witness statement of Kathleen 
Green. 

848 NAN/Treaty #3: Witness statement of Sam 
Gibbons. 

849 NAN/Treaty #3: Witness statement of Ted Martin. 

850 NAN/Treaty #3: Witness statement of Alex 
Mathias. 

851 NAN/Treaty #3: Witness statement of Josephine 
Mandamin. 
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852 NAN Treaty #3: Witness statement of Roy 
MacDonald. 
853 NAN/Treaty #3: Witness statement of Elizabeth 
McKenzie Page. 
854 NAN/Treaty #3: Witness statement of Peter 
Moonias. 
Sale NAN/Treaty #3: Witness statement of Tony Adams. 
856 NAN/Treaty #3: Witness statement of Carl 
Williams. 
857 NAN/Treaty #3: Witness statement of Stan 
Wesley. 
858 NAN/Treaty #3: Witness statement of Chief Mark 
Spence. 
859 NAN Treaty 3: Witness statement of Alex Skead. 
860 NAN/Treaty #3: Witness statement of Chief Gary 
. Potts. 
861 NAN/Treaty #3: Witness statement of Chief Jrita 
O'Sullivan. 
862 NAN/Treaty #3: Witness statement of Chief 
Leslie O'Nabigan. 
863 NAN/Treaty #3: Witness statement of Annie 
Wilson. 
864 NAN/Treaty #3: Witness statement of Chief 
William Wilson. 
865 NAN/Treaty #3: Witness statement of Jim 
Windigo. — 
866 NAN Treaty #3: Witness statement of Chief 
William Mugiskan. 
867 MRJBC: Witness statement of Eddy and Caroline 
Trapper. 
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868 MRJBC: Witness statement of Bert Solomon. 

869 MRJBC: Document entitled "Colonization, 
Resource Extraction and Hydroelectric 
Development in the Moose River Basin: A 
preliminary History of the Implications for 
Aboriginal People", James Morrison, November 
1992. 

870 MRJBC: Document entitled "Aboriginal, Treaty 
and Riparian Rights in the Moose River Basin: 
The Potential Impact of the Ontario 
Hydroelectric Plan", Professor Kent McNeil and 
Professor Patrick Macklem, December 1992. 

871 MRJBC: Witness statement of James O. 
Sutherland. 

872 MRJBC: Witness statement of James Davey. 

873 MRJBC: Witness statement of James J. 
Sutherland. 

874 MRJBC: Witness statement of Peter Sutherland. 

875 MRJBC: Witness statement of James Roderique. 

876 MRJBC: Witness statement of Beatrice Faries. 

877 MRJBC: Witness statement of Monroe Linklater. 

878 MRJBC: Witness statement of Barbara Carey. 

579 MRJBC: Witness statement of James W. Jeffries. 

880 MRJBC: Witness statement of Jane Louttit. 

881 MRJBC: Witness statement of Bert Jeffries. 

882 MRJBC: Witness statement of Matthew Alisappi. 

883 MRJBC: Witness statement of George Cheena. 

884 MRJBC: Witness statement of William Sutherland. 
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894 


MRJBC: Witness statement of Mr. John Turner 
for Panel 3ela. 


MRJBC: Witness statement of Mrs. Linda Turner. 


MRJBC: Witness statement of Dr. Fikret Berkes 
and report of Dr. Berkes and Ms. Alison Haugh, 
"Wildlife Harvests in the Moose River Basin" for 
Panel 3elb, November 1992. 


MRJBC. Witness statement and report of Mr. Thor 
Conway entitled, "Panel 3elb: Land - and 
Resource - Use". December 1992. 


MRJBC: Witness statement and report of Mr. 
Michael Weiler entitled "Contemporary Harvesting 
by the Moose Factory and New Post First Nations 
within the Moose River basin, Ontario", November 
1992. 


MRJBC: Witness statement and report of Mr. Thor 
Conway entitled "Panel 3e2b: Impacts of prior 
developments". December 1992. 


MRJBC: Witness statement and report of Dr. 
James Waldram entitled "The Impacts of 
Hydroelectric Dams on Aboriginal Communities", 
December 9, 1992. 


MRJBC: Witness statement and report of Mr. 
Michael Weiler entitled "Harvesters' 
Observations of Impacts of Prior Hydroelectric 
Developments in the Moose River Basin on 
Harvesting by the Moose Factory and New Post 
First Nations", November 1992. 


MRJBC: Witness statement of Dr. Fred Whoriskey 
in relation to Panel 3e2b, December 16, 1992. 


MRJBC: Witness statement of Mr. John Turner for 


Omushkegowuk Harversters' Association, in 
relation to Panel 3e3a, December 16, 1992. 
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MRJBC: Witness statement of Dr. Martin Loney 
and Mr. Rick MacLeod Farley and report entitled 
"Economic Development in the Moose River/James 
Bay Area: Implications of Ontario Hydro's 
Demand/Supply Plan" by Dr. Loney and Dr. Peter 
Usher (in collaboration with Mr. MacLeod 
Farely), December 1992. 


MRJBC: Witness statement of Mr. Thor Conway in 
relation to Aboriginal, treaty and riparian 
rights for Panel 3e4, December 15, 1992. 


MRJBC. Witness statement and report of Dr. John 
Berry entitled "Panel 3e5 - Health: 
Psychological Impacts", December 1992. 


MRJBC. Witness statement and report of Dr. Tom 
Kosatsky (assisted by Pricilla Foran) entitled 
"Risks to health of Increased Exposure to 
Methylmercury Associated with Hydroelectric 
Development of the Moose River Basin", December 
1992. 


MRJBC: Witness statement and report of Mr. 
Douglas Ramsey entitled "Predictions of Fish 
Mercury Concentrations in the Moose River Basin, 
Northern Ontario, following Development of 
Hydroelectric Potential as proposed by Ontario 
Hydro", December 1992. 


MRJBC: Witness statement and report of Dr. 
Colin Scott entitled "Remediation and 
Compensation for Elevated Methylmercury Levels 
in areas of Hydroelectric Development: The 
experience of Subarctic Hunting/Fishing 
Communities", December 1992. 


MRJBC: Witness statement and report of Dr. 
Everett B. Peterson entitled "Cumulative Effects 
Aspects of Ontario Hydro's Proposed 
Hydroelectric Potential in the Moose River 
Basin, Ontario", December 1992. 
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902 MRJBC: Witness statement and report of Dr. I. 
Peter Martini entitled "Panel 3e9 - Inadequate 
Database: Hydrology, Erosion, Sedimentation", 
November 1992. ; 

903 MRJBC: Witness statement and report of Dr. Eric 
Muller muller entitled "Panel 3e9 - Inadequate 
Database", December 1992. 

904 MRJBC: Witness statement and report of Dr. 
Frederick Whoriskey entitled "Plan Level 
Assessment of Impacts of Hydraulic Development 
on Fish", November 1992. 

905 MRJBC: Witness statement and report of Mr. 
Wayne Wysocki entitled "Panel 3e9: Inadequate 
Database", November 1992. 

906 MRJBC: Witness statement and report of Dr. 
Barbara Alexander entitled "Ontario Hydro's 
Forecast Methodology and the Requirement for the 
Moose River Basin Hydraulic Facilities", 
December 1992. 

907 MRJBC: Witness statement of Mr. Ian Goodman and 
Mr. Wayne Huddleston and report entitled 
"Economic Evaluation of Ontario Hydro's Proposed 
Moose River Basin Hydroelectric Projects" by Dr. 
Richard Carlson, Mr. Goodman, Mr. Robert 
McCullough and Mr. Huddleston, December 1992. 

908 MRJBC: Witness statement and report of Dr. 
Matthew Clark entitled "Environmental 
Externalities associated with Hydroelectric 
Development: The Moose River Basin", November 
1992. i 

909 MRJBC: Witness statement of Mr. David Young (of 


Symbion Consultants) and Report of Symbion 
Consultants entitled "Observations on Certain 
Aspects of the External Costs of Northern 
Hydroelectric Projects", December 1992. 
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MRJBC: Witness statement of Dr. Wesley Cragg 
and Mr. Jack Stevenson and two reports by Dr. 
Cragg, Mr. Stevenson and Dr. Michael McDonald 
entitled "Finding a Balance of Values", November 
1992, prepared for the Aboriginal Research 
Coalition and the DSP and the Moose River Basin: 
Ethical parameters", December 1992. 


MRJBC: Witness statement and report of Mr. 
James Morrison entitled "Colonization, Resource 
Extraction and Hydroelectric Development in the 
Moose River BaSin: A preliminary History of the 
Implications for Aboriginal People", December 
1992. 


MRJBC: Witness statement and report of 
Professor Kent McNeil, D. Phil. entitled 
"Aboriginal, Treaty and Riparian Rights in the 
Moose River Basin: The potential impact of the 
Ontario hydraulic plan", December 1992. 


MRJBC: Witness statement of Dr. Richard Preston 
in relation to Panel 3ilb, Land - and Resource - 
Use, December 16, 1992. ; 


MRJBC: Witness statement of Dr. Richard Preston 
in relation to Panel 3e9: Inadequate Database, 
December 16, 1992. 


Energy Probe: Document entitled "Mercury 
Contamination in the Little Jackfish River 
System: an unmitigated and unmitigatable 
Consequence of Reservoir Creation", Elizabeth 
Brubaker, January 6, 1993. 


NAPA: NAPA Panel 1 witness statements - and 
document entitled "The Anishinabek Ojibway of 
Lake Nipigon and the Treaty of 1850", 
David-Michael Thompson, January 4, 1993. 


NAPA: NAPA Panel 1 - Document entitled 
"Socio-economic impact of the Little Jackfish 
project", Dr. Bakhtiar Moazzami, January 4, 
1993. 
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NAPA: NAPA Panel 1 - Document entitled "A 
Socioeconomic profile of Off-Reserve Aboriginal 
people in Six Lake Nipigon Communities", Dr. 
James Stafford, January 4, 1993. 


NAPA: NAPA Panel 1 - Document entitled 
"Resource Use of the lands and Waters in the 
Lake Nipigon-Thunder Bay Area by Off-Reserve 
Aboriginal People", Ms. Patricia Dwyer, January 
4, 1993. 


NAPA: NAPA Panel 2 witness statements and 

document entitled "An Evaluation of the Ontario 
Hydro Demand/Supply Plan and the Little Jackfish 
Project", Dr. Witold Jankowski, January 4, 1993. 


NAPA: NAPA Panel 2, document entitled "Aspects 
of the biophysical Impacts of Power Generation", 
Dr. Ken Deacon, January 4, 1993. 


NAPA: NAPA Panel 2, document entitled "Social 
Characteristics of Off-Reserve Aboriginal People 
in the Lake Nipigon-Thunder Bay Area", Dennis 
McPherson, January 4, 1993. 


NAPA: NAPA Panel 2, document entitled "The 
Struggle of the Poplar Point First Nation with a 
NUG Development on the Namewaminikan River - a 
Witness Statement by Chief Theron McCrady". 


NAPA: NAPA Panel 3, document entitled 
"Presentation to the Environmental Assessment 
Board", Elder Ron Morrisseau. 


NAPA: . NAPA Panel 3, document entitled "Report 
on mitigation and compensation", Chris 
Southcott. | 


NAPA: NAPA Panel 3, document entitled "The 
Potential Impact of Ontario Hydro's 
Demand/Supply Plan on Aboriginal and Treaty 
Rights." Professor Brad Morse and Stephen 
Aronson, November 1991. 
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Timothy Wright: Statement of Evidence of 
Timothy Wright. 


Northwatch: Panel 3b - Options - NUGs - 
Document entitled "Non-utility Generation Plant 
Case Study: Hearst, Ontario", Bruce Lourie, May 
157-2992" 


Northwatch: Panel 3c - Options - Alternative 
supplies - document entitled "Cogeneration of 
Electricity through Utilization of 
Biomass~-Derived liquid fuels (RTP Bio-oils)", 
Don Huffman, Ensyn Engineering, December 23, 
1992. 


Northwatch: Panel 3d - Options - Manitoba - 
document entitled "The effects of transmission 
corridors on recreation and wilderness Values", 
Barbara Lamb, Blackstone Corporation, December 
30, 1992. 


Northwatch: Panel 3d - Option - Manitoba - 
document entitled "The effect of the proposed 
Hydro Corridor between Kenora and Driftwood on 
Wildlife"; Karen Clark, Biota Environmental 
Contractors, Tom Clark, CMC Consulting, 
Elizabeth St. Pierre, December 23, 1992. 


Northwatch: Panel 3d - Options - Manitoba 
Purchase- Document entitled "Potential Effects 
of the Proposed Manitoba Purchase", Elizabeth 
Brubaker, January 4, 1993. 


Northwatch: Panel 3d - Options - Manitoba - 
Document entitled "Potential Impacts of 
Ontario-Manitoba Interconnection Transmission 
Corridor on Plant Species Composition, Structure 
and Dynamics, Azim Mallik, Ph.D., January, 1993 


Northwatch: Panel 3e - Options - Hydraulic - 
Document entitled "Small Hydro Research Summary 
Report", Kearon Bennett, Ottawa Engineering, 
January 4, 1993. 
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Northwatch: Panel 3d - Options - Hydraulic - 
Document entitled "The effects of Hydraulic 
Developments on Wilderness, Recreational 
Ecotourism and Quality of Life Values", Barbara 
Lamb, Blackstone Corporation, December 30, 1992. 


North: Panel 3e - Options - Hydraulic - 
Document entitled "A Critical Analysis of 
Hydraulic Development Plan of the Ontario Hydro 
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---Upon commencing at 9:03 a.m. 

THE REGISTRAR: Please come to order. 
This hearing is now in session. Be seated, please. 

THE CHAIRMAN: The last exhibit number 
that was assigned before we adjourned to this date was 
795. Exhibit 796 filed by the proponent is the subject 
Matter of the hearing today. 

Since that time there have been further 
exhibits filed by intervenors and they have been 
assigned numbers 797 to 936. 

A list of the exhibits has been provided 
to the court reporters for inclusion into today's 
transcript. Some reports and witness statements filed 
yesterday have not yet been assigned numbers, and they 
will appear on tomorrow's list of new exhibits, which 
will be included in the transcript in the same fashion. 

So I won't be reading in the exhibits. 
We would be here most of the morning if I did that. 

Mr. Campbell? 

MR. B. CAMPBELL: Thank you, Mr. 
Chairman. 

As I believe everyone in this room will 
be aware and as is set out in the material filed as 
Exhibit 796 Ontario Hydro on December 17th gave notice 


of termination to Manitoba Hydro with respect to the 


Farr & Associates Reporting, Inc. 


24 


25 


Manitoba contract, and as a result of that action being 
taken I can advise the Board today that approval is no 
longer being requested by Ontario Hydro for the 
requirement and rationale for additional transmission 
facilities to incorporate electricity purchased from 
Manitoba. Mr. Snelson in the course of his direct 
testimony this morning will be speaking briefly to that 
matter. 

With that said, unless the Panel has any 
other matters which it would like me to address, I 
propose to call the evidence of the Panel which as 
requested of us is intended to address the 
Circumstances in Ontario Hydro's planning as they have 
developed over the fall. 

THE CHAIRMAN: So the approvals now being 
sought are for the hydraulic range; is that correct? 

MR. B. CAMPBELL: That's correct, Mr. 
Chairman. 

THE CHAIRMAN: And that has remained 
unchanged? 

MR. B. CAMPBELL: That is correct. 

THE CHAIRMAN: Before Mr. Campbell calls 
his evidence are there any intervenors wishing to make 
submissions? 


Yes, Mr. Watson. We have your letter in 
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which you are concerned about the site-specific nature 
of some of the material in 796 and in which you propose 
a solution to that in the third last paragraph. 

Have you seen the letter, Mr. Campbell? 

MR. B. CAMPBELL: Yes, I have, Mr. 
Chairman. 

THE CHAIRMAN: Does that solution seem 
satisfactory to you? 

MR. B. CAMPBELL: I believe so. 

Because of the nature of the work that 
has been undertaken at the Corporation with respect to 
this project it is virtually impossible for us to 
address them without naming the projects that are -- 
have in mind, but we do understand that site-specific 
approvals are not available ue us in these proceedings. 

THE CHAIRMAN: Is that satisfactory, Mr. 
Watson? 

MR. H. WATSON: Thank you, Mr. Chairman. 

MR. GREENSPOON: Well, sir, I hate to be 
a fly in the ointment, but I have a problem with -- 
well, that is no way to start off, but... 

I think that he raises some interesting 
issues that apply across the board. I think this has 
now become a site-specific hearing. There is a CANDU 6 


on a new site, there is a CANDU 6 on an old site. 
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So I think -- whether his solution is 
appropriate or not that is for you to decide. I just 
wish to point out to the Board that I think the issue 
he raises about hydraulic applies to everything. It 
applies to nuclear, the whole exhibit now is very 
site-specific, and I think that it is an interesting 
issue, what has this hearing turned into, and maybe 
thatts,~-— 

THE CHAIRMAN: I suggest, Mr. Greenspoon, 
that that is a matter that is more appropriately dealt 
with on your motion. 

MR. GREENSPOON: Okay. I don't want to 
argue my motion now. 

THE CHAIRMAN: Thank you. Mr. Poch? 

MRi:. DS APOCHsiin Mrew i Chaiinman) qjustaromea 
surfeit of caution, I was just going to say that in 
determining what to do with this evidence, really 
wrestling with some of the very issues which are woven 
into the motion, and, as you will be aware, we are 
arguing that the only basis for any approval now would 
be by reference to site-specific considerations. 

So I would just ask the Board if I could 
request it that today's decision with respect to this 
evidence be dealt with in a fashion which is without 


prejudice to the matters before the Board in the 
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motion, that's all. 

THE CHAIRMAN: The issue that the three 
have been raised is certainly a matter that will be 
entertained when the Northwatch motion comes up. 

MR. D. POCH: Thank you, Mr. Chairman. 
That is satisfactory. 

THE CHAIRMAN: Mr. Campbell? I think all 
the witnesses are familiar. So they have all been 
previously sworn in these proceedings? 

MR. B. CAMPBELL: Yes, Mr. Chairman, and 
I have advised them that they remain under oath in 
these Booceadiisen 

Just for those who haven't caught title 
changes along the path of this hearing I will perhaps 
remind the Panel that Mr. Snelson is Manager, 
Demand/Supply Strategy Integration, manager of that 
department. Mr. Dalziel reports to Mr. Snelson, is a 
member of that department's analytic team. Mr. Shalaby 
Since you last saw him has moved from Mr. Snelson's 
department. And, Mr. Shalaby, perhaps you could give 
us your new title? [Laughter.] 

MR. SHALABY: It is: "Manager of Energy 
Management, Planning and Policy Department". 

MR. CAMPBELL: And that, as I understand 


it, Mr. Shalaby, in the Energy Management Branch? 
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MR. SHALABY: It is, yes. 

MR. CAMPBELL: And Mr. Burke remains 
Manager of Load Forecasts. 

I have overheads that will be referred to 
by the panel, and perhaps I could ask these to be 
distributed, and I will provide copies for the Board. 

THE CHAIRMAN: Should we give these 
overheads an exhibit number? 

MR. B. CAMPBELL: Yes, I believe they -- 

THE REGISTRAR: That will be 937, Mr. 
Chairman. 

THE CHAIRMAN: 937? 

THE REGISTRAR: 937, yes. 

THE CHAIRMAN: Thank you. 

---EXHIBIT NO. 937: Panel 11, Demand/Supply Plans, 
Overheads. 

THE CHAIRMAN: Just to make it clear when 
everyone has got the chance to write it down, these 
overheads will be given exhibit No. 937. 

AMIR SHALABY, 

PAUL JONATHAN BURKE, 

BRIAN PAUL WILLIAM DALZIEL, 

JOHN KENNETH SNELSON; Previously Sworn. 
DIRECT EXAMINATION BY MR. B. CAMPBELL: 

Q. Mr. Snelson, I would like to start 


with you, please, and just ask you to very briefly 
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outline the influences that have shaped the 
demand/supply decisions since the DSP Update and the 
evidence given by Panel 10. 

MR. SNELSON: A. I think there are two 
main influences affecting demand/supply decision-making 
Since Panel 10. 

The first one is to complete unfinished 
business from the Update, and you will recall that at 
the time of the Update and of Panel 10 we could tell 
you that we expected to have a surplus capacity and 
that we intended to manage it, but we did not have 
specific decisions on how to manage it; we had an 
illustrative set of assumptions which we talked about 
on Panel 10. 

Through the rest of 1992 we have been 
through our business planning addressing how to make 
actual decisions about surplus management rather than 
illustrative decisions, and that is being done while 
considerations are being given to maintaining 
flexibility along with the same concept as the response 
portfolio that we discussed in Panel 10. 

The second main influence or main thrust 
that has affected our decision making in this time 
period is to respond to intensifying external 


pressures. These are not new pressures, they are 
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pressures that we were experiencing at the time of the 
Update, and they are generally in the one direction as 
the pressures that we were experiencing at the time of 
the Update, but they have intensified. They are of 
greater intensity. 

[9:14 a.m. ] 

Q. All right. Perhaps you could outline 
what these pressures are and how in general terms they 
have effected Hydro's planning considerations. 

A. Well, part of the external pressures 
relate to the economic situation, and Mr. Burke in 
discussing the load forecasting will be discussing how 
the economy has continued to be slow, with lower 
inflation than had previously been forecast, and the 
lower level of economic activity has contributed to 
loads, actual loads being less than forecast, and also 
has contributed to reductions He the forecast of future 
loads, particularly over the next few years and 
extending out over about 10 years in total. 

This has a number of consequences, it 
puts upward pressure on electricity rates and at the 
same time because of the recessionary economic 
Situation, there is a reduced ability and a reduced 
willingness on the part of customers to accept higher 


rates. And so together the upward pressure on rates 
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and the reduced willingness to accept higher rates puts 
a financial squeeze on Ontario Hydro. 

Q. All right. Dealing with both halves 
of that squeeze, if you will, can you comment on the 
various factors that are causing upward pressure on 
rates? 

A. Well, upward pressure on rates is 
there partly because we have a high proportion of 
relatively fixed costs that cannot be changed easily 
over the short-term. So with lower loads, then there 
is a greater reduction in revenues than there is a 
reduction in costs. 

When looking at it from another 
direction, you have to divide the fixed costs over 
fewer units of sales, and so there is pressure to 
increase the unit price. 

At the same time, lower inflation also 
has an effect. With lower inflation there is a reduced 
ability to add the fixed costs of new facilities coming 
into service and still maintain rate increases at the 
rate of inflation. 

Some of the fixed costs are associated 
with interest, and while that will eventually change if 
low inflation is sustained, then there is a long lag 


before the average interest costs on Ontario Hydro's 
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debt falls to reflect a lower inflation rate. 

So, lower loads and lower inflation tend 
to cause rate increases at above the rate of inflation, 
until corrective action can be effective. 

Q. I would like to then turn to the 
other side of the rate issue that you describe, or the 
financial issue that you have described, and ask you to 
describe what Hydro has seen by way of customer 
reaction to the kinds of rate pressures that you have 
described. 

A. As I have said, there is, we believe, 
a reduced willingness and reduced ability on the part 
of our customers to accept higher rates. This is 
partly a response to past increases in electricity 
rates at above the inflation rate. Over the period 
about 1991 to '93 there have been accumulated rate 
increases of about 20 per cent above the inflation 
rate. In addition, there are forecasts of continuing 
increases above the inflation rate until about 1995. 

This is not a new phenomena. It was 
discussed by Dr. Long on Panel 10, and he showed a 
figure illustrating this which was Exhibit 682, that 
was the overheads for Panel 10, at page 77. 

Now, with regard to our industrial 


customers, then they have to struggle to remain 
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cost-effective in the recessionary situation with 
competitive pressures, and one way in which they have 
brought that quite strongly to our attention and to the 
attention of others was that in the fall they held a 
week of protest or a week of public relations 
activities to highlight their concerns over Ontario 
Hydro's rates, and we have also had similar indications 
of opinion through the MEA and their conferences. 

In addition of course residential 
customers have been experiencing the pressures of the 
recession, some of them have less job security and some 
would also have experienced unemployment. 

The result of all this is that customer 
priorities have been shifting. That is discussed in 
the September Board memorandum which is given as 
attachment B to Exhibit 796, and it is discussed at 
page 13. 

Very briefly, we have indications that 
rates, reliability, environment, and energy management 
all remain high priority for our customers, but when 
asked to place which one is the highest priority, then 
it is clear that now for our customers, rates is the 
most critical issue. That's not to say the other 
issues don't have importance, but rates is the most 


critical, 
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Q. All right. How has the kind of 
financial pressure that you are talking about been 
reflected in the balance that has to be achieved in 
planning decisions and how has it been reflected in the 
decisions that have been taken since Panel 10? 

A. It has been reflected in two ways. 
The first one is that there has been an increased need 
to manage surplus and to take those decisions now, and 
there is a reduced ability to afford additional capital 
expenditures and investments in the 1990s that will add 
to fixed costs, when these expenditures are forecast to 
provide potential benefits in the long-term, that those 
benefits are uncertain. That has been addressed 
through the 1992 business planning process which, as I 
have said, has been giving substance to actual surplus 
management decisions, rather illustrative ones, and 
that process focuses its analysis on the short to 
mid-term with the specific analysis extending out over 
about 10 years. This has had to respond both to the 
need to manage surplus and to the increased pressures 
that I discussed. 

As part of that process we did develop an 
economic ranking for managing surplus options and 
particularly for deferral of options, and that is 


included as page 1 of our overhead exhibit, which has 
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just been given the No. 937. 

This is based on the March 1992 planning 
system incremental costs and the derivation of this 
figure in detail is given in attachment G to our recent 
exhibit, Exhibit 796. I don't want to discuss the 
details of this at this point, but just to give some 
indication of the significance of this figure. 

It is significant as an economic ranking 
for deferral of options, and it also includes some 
options which would be the mothballing or early 
retirement of some existing plants. 

Those words are important. It doesn't 
include neacamanon as factors; they are dealt with 
separately. It is a ranking and while the absolute 
values in this figure may change with more recent sets 
of system incremental costs as the base, we would 
expect that there would be little change in the ranking 
of the options, and it is a ranking for deferral of the 
the new options and it is not an indication of their 
long-term benefit. 

There are several options in that table 
which have positive long-term benefits even if built on 
the earliest possible schedule, and still have benefits 
to deferral. What that means is that in those 


particular cases, long-term benefit is greater if the 
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option is deferred until close to the time when the 
surplus has been eliminated rather than being 
implemented earlier during the period of surplus. 
[9:25 a.m. ] 

There will be cupthe discussion in later 
evidence on some of the specifics of this with regard 
to specific options. 

Q. Perhaps you could briefly just 
outline there, outline where in the material the 
decisions made as a result of this planning process are 
recorded? 

A. The main business planning decisions 
were made in September, and they are described ina 
memorandum to our board of directors, which is given as 
attachment B to Exhibit 796, and Ose decisions 
included such matters as the operations, maintenance 
and administration decisions, decisions on early 
retirement programs, and so on. 

The capital program decisions were 
deferred to October and are described in attachment A 
to Exhibit 796, and that deferral gave time to consider 
some of the other aspects of those decisions, including 
environmental leadership aspects, impacts with regards 
to hearings and with regard to unwillingness to make 


cuts in the demand management program that would cut 
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the momentum of that program. 

The final set of decisions, most recent 
set of decisions were made in December, which became 
necessary because of the Pee eien to the long-term load 
forecast, which Mr. Burke will discuss, and is 
described in attachment C to Exhibit 796. 

The other factor that triggered 
decision-making in December was that by that time we 
had a response from Manitoba Hydro to our request that 
they consider a five-year deferral of the Manitoba 
contract. 

Now, the overall result of this process 
as regards this proceeding is that a number of 
decisions have been made to implement actual surplus 
management. In many cases the decisions that have been 
made are similar to the illustrative assumptions that 
we discussed on Panel 10. To the degree they are 
different they tend to be decisions made earlier and 
somewhat more -- stronger decisions, stronger actions 
which have become necessary to respond to the increased 
pressures that I have discussed. 

©. sTurning’then to you, Mr. Shalaby, Mr. 
Snelson has reviewed, in broad terms, the planning 
environment that Hydro is facing and has emphasized in 


part the existence of surplus generation capacity, and 
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I would ask you to address the question of whether 
energy management remains or continues as the high 
priority option that it has been described as 
previously. 

Does it retain that priority in these 
circumstances? 

MR. SHALABY: A. It does. Energy 
management continues to be a priority for Ontario 
Hydro, and it could seem a bit -- needing a bit of 
explanation of why energy management continues to be a 
priority at a time of surplus that we are looking at, 
and perhaps to describe some the reasons energy 
management continues to be a priority I can use this 
page 2 of Exhibit 937. 

That diagram shows the basic load 
forecast, the requirements for energy or electricity 
services, and that is a solid line in this graph. 

Q. Now, as I understand it, that is the 
new basic load forecast that Mr. Burke will be 
addressing shortly? 

Aen toss 

Q. Thank, you. 

A. And the dotted. line indicates the 
capability of the Ontario Hydro system to meet those 


requirements. That capability is the capability of 
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what is committed, things that are built or under 
construction, contracts that are signed for example 
with NUGs, those are the things included in that line. 

What the figure shows is that when the 
dotted line is above the solid line we have a surplus; 
the capability exceeds the demand. When the situation 
reverses, which occurs towards the mid- or late '90s, 
then the demand exceeds the committed capabilities to 
meet it. 

The point I want to make with that 
diagram is that there is life after the surplus. There 
is a surplus for a few years, but the situation changes 
sometime in the '90s, in the late '90s, and resources, 
demand or supply options would be required in the long 
term. 

Now, there are many options available to 
Hydro to fill those requirements: non-utility 
generation contracts, hydraulic developments that we 
are applying for approval here for, and demand 
management. So that wedge that starts opening up in 
the late '90s and continues to grow is an indication 
that there will be requirements. 

And we have said before and we ba uuttide 
to emphasize that demand management is a resource that 


we give priority to. It is well suited to meeting 
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requirements that change and have uncertainty to them. 
We have seen how the gap between these two lines 
changes. It increases and decreases with many, many 
factors. 

So that is a current snapshot and 
undoubtedly will change in time. 

THE CHAIRMAN: Mr. Shalaby, sorry. I 
don't mean to interrupt you, but is this No. 2 in 937, 
does it have its source in 796, this diagram? 

MR. SHALABY: Yes. 

THE CHAIRMAN: Do you happen to know -- 

MR. SHALABY: Appendix J, I think 
provides the numbers for that. 

THE CHAIRMAN: Appendix J? 

MR. SHALABY: Yes. 

THE CHAIRMAN: All right. 

MR. SHALABY: It is entitled "Load and 
Capacity Balance and Production Results". MThere are 
computer sheets in there that these numbers are taken 
out. 

So that is che first point in answering 
the question of why demand management at this time, and 
the simple answer is in the long term, if we focus long 
term there will be requirements. 


Another reason for continuing with energy 
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management is the commitment Hydro and the Province of 
Ontario have made to the vision of an energy Be cates erik 
Ontario. We have received policy documents here that 
are filed, and you have received corporate strategies 
from Ontario Hydro that indicate that an energy 
efficient Ontario is a vision that is shared amongst 
government policy priorities and Ontario Hydro 
corporate strategies as well. 

To realize that vision with its 
associated societal and environmental benefits, a 
steady and maintained effort in the area of energy 
management is necessary. 

A third reason for continuing with energy 
management is that many of the options or measures or 
things that we do with energy management continue to be 
cost effective even at a time of surplus. 

You would recall the total customer cost 
test that we went through and many other tests that we 
go through. Many of those measures continue to pass 
those tests and continue to offer total customer 
benefits when implemented even at this time of surplus. 

A fourth reason for continuing with 
energy management is the concept of lost opportunities 
that we talked about. There are things if not done 


today will cost a lot more to be done later or would. 
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only be possible to do 15, 20 years from now. 

Examples would be insulating houses well 
at the time of construction. If it is not done at that 
time then it is very expensive to do it at a later 
time. And there are many other examples of renovations 
and changing production processes and things of that 
nature. If not captured at the moment it is done it 
becomes very difficult to do isteea ene 

Finally, and it is a concept that we 
introduced both in Panel 4 and Panel 10, is the notion 
of energy management is more than just reduction of 
megawatts on the system. It is the customer energy 
service aspect of our business, it is adding value to 
the products that we sell to customers. Customers 
indicate that they want Hydro's help in reducing bills 
and managing their electricity bills, and that is what 
energy management does for them. 

So for all those reasons we continue to 
put energy management as a high priority and consider 
it a core business for the company. 

MR. B. CAMPBELL: Q. Now, recognizing 
that it is still a priority and still makes good sense, 
nevertheless I take it that energy management 
activities are impacted somewhat by the changes in the 


planning environment that Mr. Snelson has addressed? 
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MR. SHALABY: A. They certainly have. 
One of the profound things that have changed is the 
state our customers are in. Energy management is 
working with customers and serving customers and our 
customers today are certainly hurting with the economic 
conditions. Their priorities are different, their 
activities are different, so we have to respond to 
those changes and serve them in this current set of 
needs. 

What they are looking for is to become 
more competitive and to reduce their costs, and that is 
the focus for energy management at this time. 

The economic situation when it changes as 
well results in a change in the attainable potential 
for energy management. If we are not building as many 
office towers or if the steel company is not expanding 
Or -- there are many opportunities for energy 
management. If they are disappearing or if they are 
appearing elsewhere then the potential continues to 
change. 

A third area for change in the 
environment in which energy management operates is the 
extent of participation of various players in the 
energy management field. 


We indicated that energy management is a 
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partnership between governments, customers, 
manufacturers and Hydro and many others. An example of 
a place where Hydro has found its participation less 
required now than we thought a few months ago is the 
area of converting from natural gas to electricity -- 
or from electricity to natural gas, I'm sorry. 
{Laughter.] This is not a Freudian slip. 

So what we have is the price of natural 
gas continuing to go lower and the price of electricity 
continuing to go higher, and we see now that the price 
differential is sufficient for most people to do the 
conversions without incentives from Hydro, financial 
incentives. So the role of Hydro in this business is 
seen to be changing from possibly providing or planning 
to provide incentives into providing information to 
customers to Bee their choices on the best information 
available. 

Finally, one of the other changes that 
continue to take place, and it is not necessarily 
because of the economic conditions, it is just because 
of our experience in the business and the years that we 
have had in dealing with customers, is that we continue 
to pick the winning ways of implementing programs, ways 
that work better than others and discard ways that do 


not work. And we said that in Panel 4 and we said in 
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Panel 10 that we will continue to modify our design and 
our delivery mechanisms e meet customer requirements, 
and that is an ongoing activity and continues to happen 
in energy management. 

Q. Could you give us some examples as to 
how that is reflected now in energy management programs 
and strategies? 

A. One of the examples in that is the 
increased emphasis on taking the customer perspective 
in energy management, and in Panel 4 we explain 
programs that, for example savings by design, where we 
Sit with a designer of a new building and explore 
opportunities for energy efficiency and work with the 
designers and architects to achieve those 
opportunities. 

It is going along those lines in most 
other programs. We want to understand customer 
requirements and work with the customer to see what is 
it that they need as opposed to developing a product, 
an efficient product and then go look for a buyer for 
the product. So instead of being product- or 
technology-driven and then finding a market for it, we 
will start with the market, see what the market needs, 
and then develop products and services to meet that 


market requirement. So we are shifting more and more 
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towards that. That has worked well and we want to 
generalize it as much as possible in our services. 

So you will find us going into 
partnerships, and we explored that in Panels 4 and 10 
as well, but we will go into formal agreements, 
partnership agreements with our large customers to work 
with them, to see what their schedules are for 
overhauls and changes and to understand the 
requirements and work with them. 

One other area of change, again ongoing, 
happened before, will happen again, is that some 
programs will get accelerated, some will get cancelled, 
some will get phased out earlier than anticipated. 
[9:40 a.m. ] 

At this time, for example, we are phasing 
out earlier than anticipated a program to do with 
streetlighting. We feel the job has done very well. 
The infrastructure in the province is in place. There 
have been many demonstrations of how well efficient 
streetlighting works, and we think we can now withdraw 
from that market and many municipalities, the remaining 
ones, will in fact move to streetlighting that is 
efficient on their own. 

Programs that we thought we would launch 


from a demonstration or pilot into full scale program 
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that we decided to cancel would be the fridge buy-back 
program. We started some private work on picking old 
fridges and paying people for giving us their old 
fridges, we decided not to make that a general program 
in Ontario, again because we think this will happen on 
its own. The acceleration of that is not necessary at 
this time. 

So on going modifications to programs is 
something that we continue to do. 

Again, the area of fuel switching is 
worth mentioning. We recognize that the market forces 
will take care of much of the fuel conversion without 
financial incentives from Hydro. 

So all of these efforts continue to focus 
our business on being more effective and efficient and 
meeting the customer requirements. 

Q. And what are your expectations for 
the long-term contribution of energy management given 
Itsrprioritcy? 

A. Well, our expectations continue to be 
that we would like to get all the economic demand 
management opportunities that are available out there. 
That has been our position in the early demand/supply 
strategy and all the evidence that we have given so far 


is that all the economic opportunities are going to be 
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targeted and we would like to harvest all of that. 

Those opportunities and estimates of 
those opportunities have changed in the past and 
continue to change. They are a function of what we 
think is going to be out there, how the economy is 
going to develop, how customers are going to make 
choices about efficient equipment, relative energy 
prices, and the many, many other factors that come into 
determining the potential for energy savings. So that 
potential has changed and will continue to change. 

The number of players in the business 
continue to change and the role of different companies 
continues to change, and that is also something that we 
expect and is ongoing. 

The most recent outlook for the 
attainable energy management potential is customarily 
contained in the load forecasting document. That has 
been the case over the several years that the load 
forecast document contains a chapter on the attainable 
energy management and that continues to be the case. 

So Mr. Burke's load forcast has, in 
chapter 5, the attainable load reduction possibilities. 
So that is where our most recent outlook resides. 

Q. I would like to turn to that, Mr. 


Burke, but just by way of introduction, can you remind 
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the Board, please, of which load forecast it was that 
you spoke to on Panel 1, and give us sort of a 
chronology of load forecast production since that time 
which seems an amazingly long time ago, but I suppose 
really isn't. 

MR. BURKE: A. Evidence on Panel 1 which 
was in May 1991 was based on the 1990 load forecast 
which had been approved the previous December, December 
of 1990. 

Panel 10 evidence was based on DSP Update 
load forecast, and that was finalized in October of 
1991. It incorporated the new scenario for demand 
management that was introduced in Panel 4 and also made 
adjustments for lower Ontario GDP and higher 
electricity prices. 

The 1992 long-term load forecast, which 
is attachment C of Exhibit 796, was produced on its 
normal schedule, the first in a while, and was approved 
at the December 1992 Board meeting, just last month. 

Q. Okay. Now, one of the terms of art 
that have been spoken of throughout, and Mr. Shalaby 
has referred to, is the basic load. I would like you 
just briefly, please, to remind the Panel of the 
distinction that is made in your forecasts between 


basic load and the primary load. 
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A. Page 3 of Exhibit 937 contains 
simplified definitions. 

Basic load should be familiar to you. It 
is the load on Ontario Hydro that - I should emphasize 
on Ontario Hydro, not the province as a whole - that 
would result from the operation of market forces. 

Since the concept of basic load was 
introduced, efficiency standards have been treated as 
if there were a market force. 

Primary load is then derived by 
subtracting the net impact of demand management from 
basic load. 

Q. I would like to turn to the matter of 
standards for a moment. The definition of basic load, 
and in Panel 1, you said that well-defined standards 
are built into the basic load forecast, and has that 
concept changed in any way? 

A. No, essentially it's the same. But 
over time a great deal of work has been done concerning 
standard setting in Ontario, so we have greater 
confidence now in the direction and content of future 
standards, efficiency standards for Ontario. 

Hydro has been working closely with the 
Ministry of Energy and has adopted a list of standards 


for the 1992 basic load forecast that corresponds to 
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ones which the Ministry considers either already 
implemented or ready to be implemented or which are 
highly likely to be implemented. 

Now, aS you may recall, in the update 
that was made to DSP, there was a set of generic 
standards on top of the well-defined ones that were 
included in the basic load forecast. There was a set 
of generic standards that contributed to the 
achievement of provincial electrical efficiency 
improvement goals. 

In the 1992 load forecast, however, all 
of the impact of standards is now captured in the basic 
load. That means that for the purpose of a comparison 
to the DSP Update load forecast, it is appropriate to 
include the impact Sehene ee extra standards, the ones 
above and beyond the well-defined ones previously 
included in the DSP Update load forecast, these extra 
standards, along with the EEI forecast, to make a valid 
comparison, between the EEI estimate we made at of the 
timesofmthespSPpnUpdate sand’ thes total electrical 
efficiency improvement impact we are now making. 

Q. And with the revision to the basic 
load forecast, I take it you would have revisited the 
estimates of the potential that exists for demand 


management? 
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A. Yes. I referred to the 
appropriateness of reconsidering the opportunities for 
efficiency improvement in fuel switching as the basic 
load forecast itself changes. 

I might mention that in doing so, the 
1992 primary load forecast used the 1992 basic load 
forecast throughout to re-estimate demand management 
potential. 

I just mention this because it wasn't 
quite as clean in the 1990 case. 

As Amir did indicate, hydro bases its 
estimate of economic induced potential for demand 
management on the maximum economic demand management 
that is not captured by the basic load forecast. 

The total economic potential for induced 
electrical efficiency improvement and fuel switching 
was re-estimated in September with an enhanced set of 
technologies, and these were screened against the 
latest available system incremental costs. 

On the other hand, in the same process, 
there were changes in cost estimates that eliminated 
some options and reduced others. Also the eligibility 
of some measures was reconsidered. 

In moving from the total potential to the 


attainable amounts, the amounts that we can actually 
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achieve in the marketplace, we apply penetration rates 
to the program driven potentials that we identify. Now 
there has been no change made to the estimates of 
penetration rates used in this load forecast. 

Q. Briefly then, can you outline the 
major changes in the 1992 load forecast compared to the 
forecast used in the Update and for Panel 10? 

A. The major change in the short-term is 
that 1994 load is down about 7 per cent from the 
October 1991 forecast. 


In the long term, the basic load 


continues down about 7 per cent right through to 2015. 


Nonetheless, primary load beyond 2000 is very similar 
to the DSP Update, and that's because the impact of 
program-driven demand management as re-estimated is 
much reduced. 

Much of the effect of efficiency 
improvement and fuel switching now occurs through 
standards or as a market response to relative fuel 
prices and is captured by the basic load forecast. 

Q. Now, I want to take a look at that 
proposition in a moment, but I would ask you first to 
a aitee the changes to the outlook for some of the 
major macro economic drivers that you have spoken of or 


that have been spoken of earlier in these proceedings; 
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that is Ontario gross domestic product and energy 
prices. If you would address those two, and then I 
want to come back to this business of the particular 
changes in the load forecast. 

THE CHAIRMAN: Mr. Burke, could you just 
go a little bit slower. This is fairly meaty stuff for 
me at least and it is hard to follow it. You are going 
a little too fast for me. 

MR. BURKE: Sorry. 

Ontario GDP for 1992 is 6 per cent below 
the level forecast for 1992 in the DSP Update. Now 
this is due to revisions to historical data. 

MR. B. CAMPBELL: Q. Stopping there. 
When you say revisions to historical data, this is 
things like StatsCan has gone back and adjusted its 
numbers? 

MR. BURKE: A. That's correct. In the 
the case of 1990, for instance, it was originally 
estimated that GDP grew about -- well, contracted about 
1.9 per cent, the current estimate as of September is 
that it actually contracted 3 per cent. 

The forecast, the actual value for 1991 
is also running at around minus 3 per cent. So that 
over the two years, '90 and ‘91, the economy in fact 


grew about 6 per cent smaller in Ontario and made this 
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recession the worst since the Great Depression. 

Also, forecast growth rates are lower; 
that is, for the years '91 and '92 we have revised our 
projection of what the path of the recovery would be. 
In last year's forecast, 1992, was to have been the 
first year of a strong recovery, 4 per cent growth had 
been forecast for 1992 in 1991. Now it is forecast - 
and I say forecast because we haven't seen the actual 
yet - to have grown at 1.8 per cent, and the recovery 
path has been delayed one year in the current forecast. 

| Beyond 1994 GDP growth is actually faster 
than the forecast made last year, and this is because 
the population projection that underlies the GDP 
forecast has an additional half million people by the 
year 2015 living in Ontario than we previously 
projected. 

With the additional population GDP, per 
capita is roughly the same so that GDP grows more 
rapidly, and as a result we forecast that we will 
recover about 4 percentage points of the output that we 
have lost in the last few years by 2015. So the 1992 
economic outlook comes to within 2 per cent of the 
economic outlook made last year by the year 2015. 

Turning to energy prices and starting 


with electricity, while there are electricity price 
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increases in the near term in this year's forecast, the 
price projection for electricity is actually very 
similar to the one that was used last year, at least 
until 2005, and any changes, any increases which there 
are increases beyond 2005, do not have much impact on 
the current load forecast. 

Electricity prices were flat during 
1980s. They have risen 22 per cent between 1989 and 
1993, and they are expected to rise another 5 per cent 
by 1996 in real terms. 

On the other hand, natural gas prices 
fell 60 per cent from 1983 to 1991 and are now forecast 
to continue to fall for another year or two. When they 
do rebound, they are expected to recover to levels over 
20 per cent less than those anticipated last year. 

This forecast change solidifies into the 
long term the current relative prices between 
electricity and gas. These are depicted in overhead 
No. 4 for the residential sector. The retail prices 
are indexed relative to 100 per cent for electricity, 
so that you can read off the relative price of natural 
gas to electricity from the vertical axis. 

As is apparent, the price differential 
has been in gas' favour for some time. But I think the 


important point is that consumers may not been 
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confident that it would persist that way until more 
recently. It's only since 1989 that there is evidence 
that electricity space and water heating customers were 
starting to shift away from electricity to gas and, to 
a lesser extent, to oil. 

In fact, the data on this trend were not 
yet available when we were preparing 1990 end-use load 
forecast. So that this forecast, the 1992 load 
forecast is the first time an end-use projection has 
reflected the significant customer response that we are 
now experiencing to the relative price differential in 
these end-uses. 

(9355 acm. ] 

Another area where this price 
differential is evident is in the intensified interest 
in load displacement non-utility generation where I 
think it is fair to say that increased confidence of 
our larger customers that this price differential that 
we see now will be maintained or increased in future 
has led to them pursuing more actively load 
displacement non-utility generation possibilities. 

DR. CONNELL: Mr. Burke, could you just 
explain the meaning of 'per cent of electricity 
adjusted'? Is there some historical reference for it? 


MR. BURKE: 'Adjusted' refers to 
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efficiency adjusted. Sorry, I didn't make that clear. 

The price of natural gas is adjusted for 
the fact that it is 65 per cent -- well, the adjustment 
that is being made here is that it is against a 65 per 
cent efficient heating system versus electricity at 100 
per cent. So if I was to plot the raw values per Btu 
it actually would be more extreme than what you see 
here; that is, the fact that there is a difference in 
the utilization efficiency of natural gas and 
electricity has been partially adjusted for here in the 
way the numbers are plotted. 

DR. CONNELL: I can think of this as 
being in the residential context? 

MR. BURKE: That's right. This is the 
residential, sort heating costs you might think of. 

The fact that a Btu input of heat toa 
furnace, only 65 per cent of it necessarily -- sorry, 
Btu of gas input to the furnace, only 65 per cent of it 
May emerge as heat in your house. 


Now, there are different efficiencies of 


gas furnaces and there are different efficiencies with 


which electricity can be utilized as well, but we have 
made a standardized adjustment for, you might say, the 
heating costs of electricity and gas in making this 


pba 
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THE CHAIRMAN: Is this diagram in 
attachment C? 

MR. BURKE: It is not exactly in Exhibit 
C. I think all the data for it is contained in Exhibit 
E, the Energy Price Trends report. A very similar 
version is contained in Exhibit E. It may not be 
scaled to the 100, but it is -= I could get the page 
for you at the break. 

MR. B. CAMPBELL: I noticed as we started 
this morning, Mr. Chairman, that we have neglected to 
put the sources on the charts as we usually do, and we 
will supply a list of sources tied with a 
cross-reference to the pages here. 

That should have been done over the 
course of many other activities over the holiday 
season. It did not get done, for which I apologize. 
But we will supply the sources. 

MR. BURKE: It is a version, essentially 
the same data as in figure 29 on page 39 of attachment 
E of Exhibit 796. 

THE CHAIRMAN: Give me that again? 

MR. BURKE: It is the same data as in 
figure 29, which is on page 39 of attachment E of 
Exhibit 796. 


THE CHAIRMAN: Thank you. 
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MR. B. CAMPBELL: Q. Now I would like to 
pick a particular point of 1994 as a starting point in 
looking out over the load forecast and indicate that 
the load forecast for 1994 has been reduced 7 per cent 
since the Update was prepared and the Panel 10 evidence 
was given. 

What are the major reasons for this? 

MR. BURKE: A. Well, actually by the end 
of 1992 load already was down 5 per cent from the 
forecast we made in October of 1991. 

This change may be attributed basically 
to the very weak economy in Ontario ogee uae to 
the weakness in key energy-intensive industries, such 
mining, pulp and paper, chemicals and steel. 

The fuel switching and the mad 
displacement non-utility generation effects I was 
talking about a minute ago, while these are gaining 
momentum they are not yet a significant part of the 
reduction in load that we have seen to date. 

There is an additional 2 per cent 
decrease in forecast from 1992 to 1994, and I would 
attribute this 2 per cent to weaker prospects for the 
industrial customers than we had previously anticipated 
and accumulating natural fuel switching effects, which 


are the customer response to the relative price 
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difference between electricity and gas. 

Q. Now, can you again just briefly 
summarize the major reasons that you see for the new 
basic load forecast staying about 7 per cent below last 
year's forecast right through the period '94 through to 
2015.2 

A. Well, there are a number of factors 
which are offsetting that combine to keep the forecast 
down about 7 per cent. 

On the negative side the impact of 
additional efficiency standards above those already in 
the DSP Update builds to about 800 megawatts by the 
year 2015, and that is equivalent to about a 2 per cent 
reduction in the 2015 basic load. 

Also space and water heating loads are 20 
per cent lower than they were in the DSP Update basic 
load, contributing another 2-1/2 per cent cut in the 
year 2015. 

All this time Ontario GDP is actually 
growing faster, as I said, making up some of the lost 
ground of the past recession, but it does still end the 
period 2 per cent lower in 2015 than we had previously 
forecast, and this translates fairly directly into a 
reduction in basic load of about 2 per cent. 


The growth is uneven. The number of 
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households in this forecast is up from before, but the 
growth in electric-intensive industries and commercial 
floor space is, relatively speaking, slower than 
before. 

Q. Now, Mr. Shalaby in his evidence 
talked about delaying some programs, some reduced 
opportunities for demand management as a result of 
lower economic growth. 

How does the demand management impact 
contained in the 1992 load forecast compare to the 
demand management scenario described to the Board in 
the Panel 4 evidence? 

A. Page 5 of Exhibit 937 is an overhead 
that draws on data from attachment C. There are one or 
two items here under Fuel Switching Market-Driven, 
which I will explain in just a minute, which are 


slightly different from the information presented in 


attachment C. But otherwise, the remainder of the 


information is contained largely in chapter 5 of 
both -- of attachment C. 

Now, this overhead compares the 
components of the Panel 4 demand management case for 
the year 2000 with che corresponding elements of the 
1992 load forecast for the years 2000 and 2005, which, 


as we said earlier, constitutes the evidence for Panel 
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ll concerning demand management. 

Now, I am going to discuss the components 
item by item in a minute, but I want to look now at the 
totals and also this distinguishing feature between the 
Panel 4 and Panel 11 columns, which is that we have 
included -- 

THE CHAIRMAN: I take it you are calling 
this, what we are doing now, as Panel 11; is that 
right? 

MRe BURKESIeLiguessrso ietssthatonot!-—= 

MR. B. CAMPBELL: We have adopted that 
vernacular. 

THE CHAIRMAN: All right. 

MR. BURKE: I hope it is a short panel. 

Nonetheless, at the top of the Panel 11 
columns you will note that there is a box labeled "FS 
Market-Driven", which is fuel switching market-driven, 
but there is no such box at the top of the Panel 4 
column. 

It is important to note that when we were 
preparing the estimates for fuel switching potential 
for Panel 4 that the basic load forecasts that we were 
using at the time did not contain any market-driven 
fuel conversion in the space and water heating markets. 


This is for the reason I gave earlier, and that is that 
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basic end use forecasts that were used at that time 
were made prior to the aaea emerging that customers 
were actually responding to the relative price 
differential that had existed for many years between 
gas and electricity in these switchable market 
segments. 

On the other hand, the 1992 load forecast 
does include market-driven fuel switching in the basic, 
both in the form of conversions of existing stock and 
due to reduced market shares for electricity in new 
buildings for space and guide heating loads. 

You can see that the total for the years 
2000 and 2005 in the new load forecast bracket the 
results that we got for Panel 4 when the market-driven 
fuel switching is included. 

MR 2 Be. SCAMPBELL © @n@e.4 ALLO ightey l “want 
you to go through this comparison, then, starting with 
the EEI boxes and take us through the major factors 
which have altered the attainable potential for demand 
Management as estimated last year for the Update. 
Again, if you would start with the energy efficiency 
improvement area. 

MR. BURKE: A. Well, on Panel 4 for the 
year 2000 EEI, electrical efficiency improvement, was 


estimated to reduce demand 2,225 megawatts. Of that, 
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1,535 megawatts, the bottom box on that column, was to 
be achieved through programs and 690 megawatts through 
the generic standards I referred to earlier in the 
presentation. 

These standards were described in Exhibit 
258 and entailed achieving half of the remaining 
economic EEI in eligible end uses, which were 
identified there. 

Now, over the past year both the Ministry 
of Energy and Hydro have worked to define standards and 
assess in which areas they may likely be implemented. 

The set of standards which Hydro has 
included in this year's basic load forecast has impacts 
that exceed the generic standards proposed for the 
residential sector but falls short in the commercial 
Sector. 

The total impact of new standards in the 
year 2000 in the basic is now 350 megawatts, about half 
the number, 690 megawatts, that was previously 
identified and included in the EEI scenario in Panel 4. 
So this 350 megawatt change, roughly, reduction between 
the standards in this year's forecast and last time is 
one of the elements of reduced EEI by the year 2000 in 
this load forecast. 


Now, as far aS programs are concerned, in 
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the 1992 load forecast program-driven EEI is down about 
10 per cent. From the 1,535 megawatts it drops about 
150 megawatts to 1,390 megawatts in the year 2000. 

This change reflects lower avoided costs, lower 
eligibility for measures, and slower growth in key 
market segments as has been mentioned before. 

But positive factors also apply. There 
were additional technologies, and there are additional 
programs where standards were not put in place that we 
had anticipated in the previous forecast. 

Now, in total, including the incremental 
standards, and so putting it on an equivalent basis to 
last year the EEI component reduces primary demand 
1,740 megawatts in the year 2000 in the current load 
forecast, which is about 500 megawatts less than on 
Panel 4, and the two components again are the 350 
megawatts of reduced standard impact and the 150 
megawatt reduction in programs on net. 

By 2005 the total impact is 2,550 
megawatts for BEI. That is the sum of standards plus 
programs, and that does exceed our scenario for the 
year 2000 that we had on Panel 4. 

Q. All right. And can you take us 
through’ an =—— 


THE CHAIRMAN: Just one moment. There is 
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quite a dramatic increase from 2000 to 2005 in those 
two elements. Is there any particular reason for that? 

MR. BURKE: Well, there are five more 
years of stock replacements and new stock to work with. 

The numbers you are looking at for the 
year 2000 reflect eight years of programs and 
standards -- well, even only about five years of 
standards for the most part, whereas we have nearly 
doubled the time for standards to work by 2005 and the 
programs are ramping up so that it gives considerably 
more time for program impacts to occur in those five 
years. 

MR. B. CAMPBELL: Q. And can you take us 
through a similar comparison then with respect to the 
fuel switching, again looking at the 1992 load forecast 
as compared to the situation when we left off with your 
evidence in panel 10? 

MR. BURKE: A. The scenario for fuel 
Switching in Panel 4 was to achieve 1,275 megawatts by 
the year 2000. Of these, 575 megawatts were to come 
about through programs and 700 megawatts was to come 
about as a result of government regulations which would 
mandate the use of a fuel other than electricity for 
Space and water heating in new buildings. This was the 


assumption made in the scenario at the time. 
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In the 1992 load forecast by the year 
2000 the combination of market-driven changes in 
existing and new markets and program potential is 
estimated at over 1,100 megawatts; that is, looking at 
the fuel switching programs box of 240 megawatts and 
the market-driven fuel switching at the very top of the 
column of 880 megawatts. The sum would be more 
precisely 1,120 megawatts. 

This means that total fuel switching 
impacts between this forecast and the last one for the 
year 2000 are down less than 200 megawatts from the DSP 
Update scenario. However, programs are only 240 
megawatts of that. The remaining 880 megawatts is 
market driven, and there is no mandation in the new 
market. 

Market forces are encouraging customers 
to convert some types of existing space and water 
heating systems, not all. The relative price advantage 
of natural gas also has a major role to play in the new 
market shares forecast for electricity in those 
segments. 

By the year 2005 the total fuel switching 
effect is estimated to be 1,800 megawatts. That is the 
sum of about 400 megawatts of fuel switching programs 


and about 1,400 megawatts of market-driven fuel 
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switching. 

Now, that sum in the year 2005 is more 
than the year 2000 projection, but it is actually less 
than we had projected for 2005. So it is not out of 
line with last year's projection in total. 

Now, for those of you with a particular 
interest in the health of the space heating market in 
Ontario I think it is worth observing that the 1992 
primary load has about the same electric heating in it 
even though program contributions are much lower than 
before, as the DSP Update primary load forecast had. 
It is just distributed differently between the basic 
and the primary, between the basic load and induced 
programs. 

In both forecasts space heating load in 
total does not contribute to growth in primary load. 

Q. Now, the other components of this 
chart are demand management and load shifting and 
discount demand service, the other components of demand 
management, that is. 

I understand that these two items, 
discount demand service and load shifting, affect peak 
not energy, and perhaps you could just indicate whether 
they have changed since the load forecast use for the 


Demand/Supply Plan Update. 
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P1LOs15 acm. 

A. The forecast for discount demand 
service which was previously called capacity 
interruptible loads is the same, 700 megawatts, as made 
on Panel 4, although I would acknowledge that in the 
intervening time there have been various different 
projections with different numbers, but we end up in 
Panel 11 with roughly the same number as in Panel 4. 

Having said all that, I think it is still 
fair to describe the discount demand service forecasts 
presented here as preliminary and approximate, though 
it isn't going to vary very much from the 700 megawatts 
that I have shown on this overhead. 

Load shifting was projected to contribute 
about 1,000 megawatts of peak production on Panel 4. 

As described in Panel 10, the load shifting forecast 
was reduced 750 megawatts in 2000 in the Update load 
forecast, and it is now projected down to 600 megawatts 
in the year 2000. This is partly because the response 
to time-of-use rates to date has been less than 
anticipated, and partly because fe is now recognized 
that the discount demand service itself reduces the 
attractiveness of load shifting in response to 
time-of-use rates. 


Q. Now, you have shown how the overall 
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demand management effort described in Panel 4 has 
evolved in the 1992 load forecast, I guess the question 
that occurred was, what does the new primary forecast 
tell us about whether we are achieving the larger goal 
of energy efficiency in Ontario? 

A. Yes, an interesting question. 
Unfortunately, there is no simple way to measure 
electrical efficiency for a province and how it 
changes. But what I can show you and what is plotted 
in page 6 of Exhibit 937 is electrical intensity in 
Ontario and how it compares between this forecast and 
the last two that we made. 

By electrical energy intensity I mean the 
ratio of primary electricity demand to Ontario GDP. 
Now, the primary electricity demand numbers that lie 
behind this plot are contained in Chapter 1 of 
exhibit -- attachment C of Exhibit 796, and the Ontario 
GDP numbers I think most of them also, but perhaps for 
the 1990 estimates one will have to go to the 1990 load 
forecast document. 

Amazingly enough, the exhibit number for 
that escapes me. 

Q. I am sure there is, but I don't have 
it to hand. We will again include it on the list of 


sources. 
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A. Okay. 

Now, the ratio that electricity intensity 
represents; that is, the ratio of primary load to 
Ontario GDP, may change for a variety of reasons that 
have little to do with efficiency improvement per se. 
But I do take some comfort from the fact that as this 
overhead shows, electrical intensity is falling faster 
in this forecast than it did in the previous one and 
converges to a level as low as the previous one did 
last year, beyond the year 2000. This occurs despite 
the fact that demand management programs that are 
included in the 1992 primary load forecast are of 
smaller scale than in the DSP Update. 

Q. Now, the primary load forecast is, as 
you pointed out, at the beginning of your evidence, the 
load that occurs on Ontario Hydro, not the load in the 
province as a whole, and perphaps you could remind us 
of the distinction, that distinction again. 

A. Okay. Apart from transmission and 
distribution losses, the major difference between total 
Ontario electricity consumption and the demand on 
Ontario Hydro is the electricity produced by load 
displacement non-utility generators. 

In all the forecasts submitted to this 


Board, load displacement NUGs have come up in two 
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Places: Natural load displacement NUGs are subtracted 
from provincial demand as part of the process of 
deriving the basic load forecast, and program-driven 
load displacement NUGs are subtracted from the basic 
load on the way to calculating the primary load. 

Q. Now what changes have you made with 
respect to the amounts of load displacement NUGs 
included in the 1992 forecast, again as compared to the 
DSP Update forecast? 

A. With the change in the natural gas 
price forcast, combined with the change in expectations 
concerning the relative price of electricity and gas, 
the adoption of load displacement NUGs in response to 
market forces have been accelerated in this forecast. 
By the year 2000 natural load displacement NUGs are 


about 200 megawatts higher than we said they would be 


last year. 


On the other hand, program-driven load 
displacement NUGs do not increase beyond 1994. This is 
a result of the cap on NUGs that was introduced in the 
DSP Update. So they in fact are down about 17 
megawatts in the year 2000 from what we said last year. 

On net, the total load displacement NUG 
effect is up about 150 megawatts by the year 2000. 


Q. Again, the original, if I go right 
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back to the original Demand/Supply Plan submission and 
the subsequent load forecasts, these have included as 
well a probability distribution around the median load 
forecast. You have been showing the median line so far 
in your presentation this morning. The measure of 
uncertainty that you have most commonly depicted has 
been an 80 per cent bandwidths It has a confidence 
band around the primary load forecast, have you made 
any changes to the methodology used to derive those 
bandwidths since your last appearance here? 

A. No, the methodology is the same. The 
bandwidths have slightly different properties as 
described in chapter 6 of attachment C of Exhibit 796. 

The plot you see is from page 140 of 
attachment C of Exhibit 796, and as you can see, while 
they are not exactly the same, they are very similar 
bands compared to those used last year, and you see the 
median forecast tracking very closely beyond the year 
2000 as I described earlier. 

Q. , All right. And relative to the 
Original 80 per cent band in the original filing, where 
does the current forecast lie? I guess the next chart 
shows us that, does it? 

Aw Yes.owTihis chart).ipage 8) of Exhibit 


937, draws on the confidence band in the original DSP 
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submission, Exhibit 3, and the numbers from Chapter 6 
of attachment C of Exhibit 796. 

What this shows is that éne median 1992 
load forecast is running between the low and the median 
of the previous -- sorry, of the DSP, original DSP load 
forecast for primary load submitted to this Board. 

I think it is also interesting to note 
that despite fairly dramatic circumstances in the last 
few years, the current loads fall within the original 
80 per cent bands submitted to the Board in the 
Original 1989 submission. 

What I would conclude from looking at 
these two overheads is that most of the change in the 
primary load forecast, and it's associated uncertainty 
band occurred between the DSP the DSP Update and not 
Since then. 

MR. B. CAMPBELL: Mr. Chairman, I have 
forgotten when on this new schedule you take morning 
breaks. If it's now, this is a convenient time. 

THE CHAIRMAN: Well, no tradition has 
been established. I was going to go to a quarter to 
eleven in order to make the second segment of the 
morning less than the first. 

MR. B. CAMPBELL: I am quite satisfied to 


do that. I will watch for the right place. There are 
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a few convenient places coming along. 

Q. So that then brings me back to you, 
Mr. Snelson. I want to ask you to briefly outline 
changes that have taken place with respect to Hydro's 
non-utility generation programs again since Panel 10 
gave its evidence. 

MR. SNELSON: A. Well, the adjustments 
that have been taking place in the non-utility 
generation program are in the direction of tending to 
reduce the amount of purchases in the 1990s. We don't 
want to buy any more generation in 1990s if it's not 
needed, and we don't want to buy it if it's going to 
add to the rate pressures. And this is a response to 
the rate pressures and to the surplus issues that I 
discussed in the earlier evidence. 

This process started before Panel 10. At 
that time we indicated that we were not accepting 
proposals for non-utility generation over 5 megawatts, 
although we were continuing with negotiations of all 
projects that had status to negotiate, and we would 
accept new proposals for renewable projects above 5 
megawatts. 

In addition, one: of our illustrative 
Surplus management assumptions was some reduction in 


the amount of non-utility generation that we would buy. 
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The October decisions were in the 
direction of further reducing and tightening the 
requirements for non-utility generation, and at that 
time the process was changed and we said that we would 
not accept any non-utility generation over 5 megawatts 
of any kind. And it's the situation following the 
October decision-making that is the projection of 
non-utility generation which is used later Mr. 
Dalziel's evidence on the current load and capacity 
balance. 

There was, however, another more recent 
set of decisions which were taken at the December board 
meeting and are not reflected in the projection which 
Mr. Dalziel will show you, and that decision was a 
decision to put on hold all non-utility generation 
projects for some period of time. Now this hold -- 

THE CHAIRMAN: That includes under 5 
megawatts, everything? 

MR. SNELSON: Yes. I will come to 
perhaps a more precise definition. 

The intention was to put on hold projects 
so that each one can be examined as to the options 
aipadialanuelinor that particular non-utility generation 
that would contribute to easing the surplus and the 


rate pressures that we have discussed. 
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There isn't a precise time frame 
associated with the hold, but it is expected to be of 
the order of two months. 

The projects that are on hold are all 
those, both above 5 megawatts and less than 5 megawatts 
that do not have full approval, and full approval would 
constitute going right through to having an Order in 
Council. So all projects that do not have Order in 
Council approval are on hold and that affects about 
1,300 megawatts of projects. At this time I can't 
speculate as to what will be the result of that 
process, but that is the intent of the process, to see 
what can be done to further act in the direction of 
reducing surplus and easing the rate pressures. 

MR. B.CAMPBELL: Q. In that regard what 
is Hydro's current policy with respect to load 
displacement generation, and I guess I would ask you 
to -- that relates particularly to industrial projects 
and municipal utilities, and again can you outline 
whether that policy is any different from the approach 
that was in place at the of the conclusion of Panel 10 
evidence? 

MR. SNELSON: A. The situation today 
with respect to industrial load displacement 


non-utility generation is that we are no longer 
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providing financial assistance for load displacement 
ndneuttaue$ generation. We have discontinued our 
financial assistance plan. That is also responding to 
an OEB recommendation that we do that. 

But of course industrial customers can 
still choose to self-generate if they wish to do so 
without financial assistance from us. 

As Mr. Burke has explained, he does have 
in his December 1992 load forecast increased demands of 
load displacement non-utility generation in the 
industrial sector. 

With regard to the municipal utilities 
and municipal customers, then this is quite a 
complicated issue. There are a number of practical and 
policy issues surrounding the concept of the public 
power pool, the partnership between Ontario Hydro and 
the municipal utilities, and this issue is currently 
being reviewed by a task group with membership from the 
Municipal Electric Association, membership from 
Ministry of Energy, of the provincial government, and 
members from Ontario Hydro. 

I think it is well-known, it's been 
reported in the press, that Ontario Hydro is 
discouraging municipal utilities to self generate in 


the current circumstances. We believe that it weakens 
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the power pool and that it increases costs in total. 

We recognize that it may lower costs to 
the particular utility that chooses to self generate, 
but that the increase in costs to all other utilities 
is higher than the saving to the utility that decides 
to self generate. As I say, these are complicated and 
difficult issues and it is these issues that are being 
addressed through this particular task group and they 
have not yet reported. 

Q. Now despite these changes affecting 
non-utility generation in this period over the 90s, 
have there been any changes regarding Hydro's views of 
the long-term availability of non-utility generation as 
a supply option? 

A. No, there has been little change in 
our long-term expectations with regard to the 
availability of non-utility generation. 

We still expect over the long term that 
NUGsS will be available at least to the extent that was 
discussed by Mr. Vyrostko, Mr. Brown and myself on 
Panel 5. 

We still expect in a non-utility 
generation will be an important contributor to the 
flexibility that we need and that was described in the 


response portfolio which was put forward in the DSP 
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Update which was Exhibit 452. 

The most significant factor affecting the 
long-term availability of non-utility generation is 
with respect to the forecast price of natural gas. I 
believe that Mr. Burke has referred to this ina 
slightly different context but it was the same forecast 
of natural gas prices that I am discussing here. 

This figure, which is figure 9, page 9, 
of Exhibit 937, is reproduced from the November 1982 
energy price trends report which is attachment E to 
Exhibit 796. This is taken exactly from that report. 
This shows that in the last year since the fall of 1991 
through to the fall of 1992 we have made a significant 
lowering of the efateset price of natural gas in the 
future. I believe this is consistent with Mr. Smith's 
evidence on Panel 8 where he indicated that, if 
anything, we were more likely to lower our gas price 
forecast than to raise it. This shows a reduction in 
the future price of natural gas of the order of 20 to 
25 per cent. 

I would caution you in looking at this 
figure to recognize that it is not quite ona true 
zero, in that the zero is somewhat below the lower 
axis. 


The effect of this reduction is to 
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increase our confidence that non-utility generation 
will be available over the long run at reasonable 
prices. 

Q. Against that background, what level 
of non-utility generation has been assumed in the most 
recent load and capacity energy production analysis 
that Mr. Dalziel will be speaking to? 

A. With respect to the load displacement 
non-utility generation, then that is accounted for in 
the primary load and has been covered by Mr. Dalziel. 

With respect to the purchase non-utility 
generation, then that is accounted for in the primary 
load and has been covered by Mr. Burke. 

With respect to the purchase non-utility 
generation, then that is shown in attachment F to 
Exhibit 796, that is reproduced here as page 10 of 
Exhibit, 937% 

This shows the projection to the year 
2000, and by the year 2000, because of the way in which 
Our contract discussions have developed, the level that 
is shown is somewhat higher than was shown in the 
illustrative surplus management that we discussed on 
Panel 10. And this level is based on the status of the 
existing negotiations and contracts prior to the hold 


that was put on in December. This schedule is not 
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based upon when we need the non-utility generation; 
this is based upon what would result from the 
development of the contracts that were under 
negotiation and had status to negotiate. 

[20235,) a.m.') 

Beyond the year 2000 the situation is 
somewhat different. 

Our assumption is that generally speaking 
additional non-utility generation will be available 
when needed, and we have assumed for the purposes of 
projection that it will be available up to the level 
that was indicated in the Update and discussed in Panel 
10, and that will be shown in the analysis discussed by 
Mr. Dalziel. 

Pe sis¥quite*possrble; tin fact’ it “I's 
likely, that more non-utility generation will be 
available than is shown in that prediction. 

You will recall that in Panel 5 the 
long-term projection of non-utility generation was 
based upon the potential for cogeneration and that in 
addition to that there is a potential for major supply 
non-utility generation, which would not be associated 
with cogeneration. And that is still the case, and we 
continue to rely on NUGs for a considerable degree of 


our upward flexibility. 
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Q. If I can ask you then to turn to the 
situation with respect to the hydraulic option, again 
Can you advise what changes have taken place in Ontario 
Hydro's activities in the hydraulic project areas since 
Panel 10 gave its evidence? 

A. Panel 10 evidence was based on a case 
which, as we have said several times, had illustrated 
management of the surplus, and the process in 1992 was 
to try and come to actual decisions on how to manage 
the surplus and those decisions or the discussions of 
them are in the September and October board memos. 

Now, the results of that process pee 
shown on the next figure and compared to the managed 
surplus assumptions that we had in Panel 10. This is 
page 11 of Exhibit 937, and I believe it is an exact 
reproduction of table 5-1 of Exhibit 796. 

The actual results that we have come to 
have been quite similar to the illustrative surplus 
Management. In both cases the Niagara and Mattagami 
projects are maintained around the year 2000. 

Now, you will notice from this table that 
the Niagara power house in the illustrative surplus 
management was assumed to be deferred to the year 2009. 
You will recall perhaps from that evidence that only 


the power house was deferred to 2009 but the intention 


Farr & Associates Reporting, Inc. 


24 


a5 


Shalaby,Burke,Snelson 30437 
Dalziel 
dr ex (B. Campbell) 


was to build the tunnels which would provide the major 
energy benefit for around the year 2000. The current 
assumption is that both the tunnels and the power house 
would go ahead around the year 2000 for completion by 
2002. 

With respect to the Little Jackfish and 
Patten Post projects then, both the DSP Update 
illustrative surplus management and the current set of 
assumptions has those projects deferred out of the 
1990s, that they would not be built during the period 
of surplus. 

There is some difference in the dates. 
In fact, Little Jackfish we saw as an illustrative 
assumption is being cancelled, but I think the 
important factor here is that both are seen as being -- 
that they should be deferred out of the period of 
surplus to a later period in the plan, and that is 
still to some degree open as to exactly when that 
should be. 

Now, the deferral of Niagara and 
Mattagami projects was considered in the business 
planning process in 1992, and it was rejected because 
the savings of deferral were quite small and the 
benefits that we discussed with these projects on both 


Panels 6 and 10 we believe still apply, and 


Farr & Associates Reporting, Inc. 


24 


25 


Shalaby,Burke,Snelson 30438 
Dalziel 
dr ex (B. Campbell) 


consequently the decision was taken to continue with 
the projects for around the same in-service dates as 
before. 

Q. And has evaluation of the 
cost/benefit ratios changed since Panel 10 with respect 
to these items? 

A. No, we have not done a new set of 
cost/benefit ratio evaluations. 

The last set that was done was based on 
the March, 1992 system incremental costs and was 
discussed on Panel 10, and as a reference it was 
actually shown on page 76 of Exhibit 62, which was the 
overheads of Panel 10. 

Now, you will be aware that in the 
Exhibit 796 package is a revised set of system 
incremental costs that were issued and given the 
general name "November, 1992 Values", and that is 
attachment D to Exhibit 796. In those values the 
long-term benefits are a little lower, by about 10 per 
cent, and so cost/benefit ratios if re-evaluated with 
those values would deteriorate by about 10 per cent. 

In point of fact, that would return them 
to quite close to the values that were current at the 
time of Panel 6, which were shown in BRHibuE 359°-on 


figure 3, which -- so we have gone from Panel 6 which 
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had one set of values to Panel 10, they are about 10 
per cent better; if we were to re-evaluate now we think 
they would return to about the level they were at the 
time of Panel 6. 

Q. All right. And given the current 
Situation what is your view as to whether the range of 
approvals requested with respect to the hydraulic 
option is still appropriate? 

A. We still believe that the range of 
approvals for the hydraulic that we are requesting is 
appropriate; that is, 1,400 to 1,800 megawatts of 
capacity and associated energy of about 3-1/2 
terawatthours. 

This is still appropriate because we have 
made relatively little change in the hydraulic plan 
Since thesevidence’ we gave *on Panel’10, and’ at*that 
time I gave four reasons for seeking hydraulic 
approvals. They were included in the transcripts at 
Volume 150, pages 26463 to -4. I believe they still 
apply. I won't bother to repeat them here, but one of 
them was that the hydraulic approvals add to the 
diversity and flexibility of the plan. We believe that 
is still an important factor. 

MR. B. CAMPBELL: Mr. Chairman, that 


would be an appropriate time, given that we are about 
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at 10:45. 

THE CHAIRMAN: We will adjourn now for 15 
minutes. 

THE REGISTRAR: Please come to order. 
This hearing will recess for 15 minutes. 

---Recess at 10:45 a.m. 
---On resuming at 11:04 a.m. 

THE REGISTRAR: Come to order. Will you 
please come to order in the back of the room, please. 
Please be seated. 

THE CHAIRMAN: Mr. Campbell? 

MR. B. CAMPBELL: Mr. Chairman. 

Q. Mr. Snelson, the materials filed in 
Exhibit 796 indicate that in December the Ontario Hydro 
board made a decision to issue a notice of termination 
pursuant to the Manitoba contract. As was pointed out, 
that was done on December the 17th. 

It is clear from the materials filed that 
Hydro sought a five-year deferral of the contract 
Originally from Manitoba ‘Hydro, and perhaps just by way 
of some brief background to the cancellation I «. 
ask you to outline the response that Ontario Hydro 
received with respect to the deferral proposal. 

MR. SNELSON: A. There was an approach 


made to Manitoba Hydro to seek a five-year deferral of 
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the contract, and they did respond prior to the 
December board meeting, and they wanted compensation in 
a number of areas. 

First of all, they wanted compensation 
for the change in the present value of the benefits of 
the contract to them. So if the contract is deferred 
five years into the future even if the benefits in real 
terms were to remain the same, then they would be 
subject to five years of discounting to bring them to a 
present value sense, and they wanted compensation for 
that. 

In addition, they wanted compensation in 
the form of interest on the money that they have spent 
to date for a five-year period corresponding to the 
period of deferral. 

Another area where they wanted monetary 
compensation was that they wanted a fee for what they 
termed -- and the words here are not that precise. 

They saw a degree of exclusivity in the contract for 
which they wanted compensation. This was to cover what 
they saw as a lost opportunity in that while this power 
was reserved for Ontario Hydro they were not ina 
position to seek a beneficial sale of that power to 
another party, and they wanted a monetary compensation 


for that, and that is a form of compensation that will 
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be -- the original contract reserved that power for 
Ontario Hydro, but there was no fee for that, and they 
wanted an additional fee for any deferral to cover 
that. | 

In addition to the monetary items they 
wanted tighter contract terms that would make it more 
difficult for Ontario Hydro to cancel or defer the 
contract, defer the purchase at a future date. 

The total of the monetary items in 
today's present value would have been of the order of 
$300 million, and they would have wanted that money 
paid on the signing of a revised contract. 

Now, these terms were not acceptable to 
Ontario Hydro. 

Qi *And =f takerilt thatled= torthe 
cancellation of the contract, and again perhaps just 
briefly if you could give the major planning 
considerations that affected that decision. 

A. With a deferral not looking 
attractive, then the question was: Do we proceed with 
the contract on its original schedule? And the 


contract -- the cancellation was pursued because of 


four basic reasons of factors that had changed since we 


discussed this previously on Panel 10. 


Because of a number of factors that were 
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changing with respect to the west system and needs for 
transmission then there was a reduction in the other 
needs for the transmission through Northern Ontario 
associated with the purchase and the effect of that was 
that more of that transmission cost would be allocated 
as a cost of the purchase, and so that had the effect 
of tending to make the purchase look less attractive. 

We have discussed that with surplus and 
increased amounts of surplus that avoided costs are 
lower, particularly during the period of surplus, and 
that tends to affect the cost/benefit ratio of the 
Manitoba Purchase, particularly during the early years 
of the contract period when the purchase is not needed 
from a capacity point of view. 

The third reason relates to the financial 
pressures that we are currently experiencing, and I did 
indicate that we can afford -- we believe we can afford 
less in the way of investments in the 1990s for 
long-term improvements, and the purchase requires 
transmission that requires a substantial investment in 
the 1990s, and that was considered to be less 
affordable. 

The fourth reason is really a consequence 
of the other three, and that is that the upward 


pressure on rates that would result, particularly 
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during the first 10 years of the contract period, is no 
longer ated deeea to be acceptable. 

Now, it is not a new phenomenon. Dr. 
Long on Panel 10 did show a picture of the rate impact 
of the Manitoba Purchase, and that was page 100 of 
Exhibit 682. And while we haven't re-estimated that we 
would not expect that the rate impact to be any better 
than was shown in Dr. Long's figure. 

But given the other factors, given the 
higher cost benefits estimated and the difficulties in 
affording the increments and the rate pressures that we 
talked about, it was no longer considered acceptable to 
bear that rate impact. 

Q. Okay. I would like you to turn then 
to address the changes in the transmission situation, I 
guess spoken in general terms and more specifically how 
it is affected by the cancellation of the Manitoba 
contract, and I would ask you first to give us a sort 
of first order general description of the changes that 
are anticipated. 

A. The transmission capital expenditures 
were part of the capital program review that was 
discussed in the October board memorandum, which was 
attachment A to Exhibit 796. 


The specific assumptions at that time 
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included a five-year deferral of the Manitoba Purchase, 
and that memorandum shows a reduction in capital 
expenditures on transmission over the 10-year business 
planning period of up to $4 billion. 

Now, that includes many items in addition 
to the Manitoba/Ontario interconnection. I would also 
caution you that that is in escalated dollars, and if 
you need the detail then the detail of how that is 
derived is shown in schedule 4 of the capital business 
plan guidelines, which was attached as attachment H to 
Exhibit 796. 

With the information presented in Bice 
way it is not easy to relate it to our previous 
evidence on transmission, and so to try and remedy that 
we have prepared attachment I to Exhibit 796, which is 
effectively an update to Exhibit 442.13, which 
described the five interfaces, and I believe it was 
prepared in response to a request from Dr. Connell. 

The basis of that attachment, attachment 
I, was the October decisions. It does not account for 
the December decisions. So it does not account for the 
Manitoba cancellation and it doesn't account for the 
new load forecast. 

THE CHAIRMAN: I'm sorry, what is the 


last one? 
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MR. SNELSON: The new load forecast. 

THE CHAIRMAN: Thank you. 

MR. SNELSON: What is shown in attachment 
I is that a number of the plans have deferred 
in-service dates. That is to match lower short-term 
loads and to match the assumed, at that time, deferral 
of the purchase. Attachment I, however, does show 
maintaining the current approval processes for 
transmission. 

MR. B. CAMPBELL: Q. Have the December 
decisions including cancellation of the Manitoba 
Purchase affected those transmission plans? 

MR. SNELSON: A. Clearly, there will be 
effects on transmission plans. The full implications 
are not available at this time. They are being 
studied, and I think you will appreciate that the 
decisions were made a relatively short period of time 
ago. 
fells D5 ali ul 

What is clear is that without the 
Manitoba Purchase, then the Manitoba/Ontario 
interconnection will stop, there will be no need for 
that route selection process, and as you have already 
heard, we have withdrawn our request for approval Lor 


the rationale and need for the Manitoba/Ontario 
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interconnection from this hearing. 

Now there will likely be effects on other 
transmission plans. It will certainly affect at least 
the timing of some of the other plans and it may affect 
the scope. But the particulars of just how it will 
affect other transmission plans are not available until 
the results of the further study become available. 

Q. I would like to turn then to you, Mr. 
Dalziel, and turn to consideration of the existing 
system, and I guess simply start by asking you to 
outline the components of the existing system that were 
considered in the course of the capital program review, 
what was contemplated in terms of that review. 

MR. DALZIEL: A. There were two main 
components of the existing system that were considered 
in the capital program review. The first is the 
mothballing or early shutdown of existing units, and 
the second component is the deferring of planned 
expenditures for environmental controls. 

Q. I would like you to outline each of 
these, highlighting the main considerations and 
decisions, and I would like you to start with 
consideration of mothballing or early shutdown of 
existing facilities. 


A. In considering the mothballing and 
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shutting down of existing units, about 1,000 megawatts 
of fossil generation was considered, taking into 
account the Lakeview, Lennox, Nanticoke and Lambton 
generating stations, and it was also considered Bruce 
Unit 2 which accounts for about 800 megawatts, and also 
the early shutdown of the entire Bruce "A" station 
which would account for 3,100 megawatts. 

There was an economic assessment that was 
done to determine the cost versus the benefit or the 
value of each of those options, and the details of that 
are described in attachment G of Exhibit 796. 

Essentially, for each of these options 
Hydro determined the incremental cost attributed to 
keeping the unit in-service, and compared that to the 
value of the option using planning system incremental 
costs corresponding to the March 1992 values which were 
provided in Exhibit 592. 

The results for this assessment for the 
shutting down or mothballing of existing generating 
units is shown on table 6-1 of Exhibit 796, and it is 
reproduced as page 12 in our package of overheads, 
Exhibits 7. 

Essentially it shows that Lakeview is the 
only station for which there would be a net benefit to 


remove from service. The result was close to break 
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even. 

For the other stations the results showed 
a significant cost if they are mothballed or removed 
from service in the near future. 

I think the main point here, though, is 
that in terms of the economic ranking, if we were to 
removing a unit or station from service from the 
existing system, the first station that we should turn 
to would be the Lakeview generating station. 

Q. And, in fact, have there been any 
decisions to mothball existing stations? 

A. Yes, there have been. As a result of 
the Ontario Hydro Board of Directors' meeting in 
September there was a decision to remove from service 
beginning in 1993 two units at Lakeview, those are 
Lakeview's Units 3 and 4, and more recently at the 
December Board meeting, this was extended to include 
removing from service Lakeview Units 7 and 8. 

These actions have been taken in 
recognition of the capacity surplus and the current 
pressure on electricity rates. 

Q. How again does that compare with the 
managed surplus case that was discussed in the DSP 
Update? 


A. The DSP Update has assumed, as part. 
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of the illustrative surplus management, the removing of 
service Lakeview Units 3 and 4 beginning in 1994. So 
what we are seeing here are surplus management 
decisions that are going further and are taking place a 
little bit sooner. 

Q. Now, you have touched on the economic 


assessment for ranking of options, was this method also 


applied for the ranking of demand management 
non-utility generation, hydraulic options, essentially 
all of those options that Mr. Snelson showed on the 
earlier overhead which i believe was page 1 of Exhibit 
937? 

A. Yes, a Similar method was applied to 
the economic assessment of all of the surplus 
management options, and again that is described in 
attachment G of Exhibit 796. 

Q. Now returning then to the existing 
system and the capital program review, you indicated 
that environmental controls were considered as well. 
Can you describe what was considered there? 

A. As there were updates made to the 
short-term load forecasts throughout 1992, it was clear 
to Hydro that the load forecast, certainly in the 
short-term, was lower than earlier expected, and 


generally this translates into a lower use of the 
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fossil system. 

So as part of the capital program review, 
Hydro looked at significant capital expenditures for 
emission controls on the fossil system that could be 
deferred. For sulphur dioxide controls this included 
scrubber units at Lambton and Nanticoke, for NOx 
controls this included combustion process modifications 
at Lambton as well as selective catalytic reduction at 
the Nanticoke station. 

For particulate controls it included 
electrostatic precipitators at Lambton and Nanticoke. 

Q. What was the purpose of that 
examination that was carried out? 

A. The purpose of the examination was to 
look at a schedule of controls that would more closely 
meet the regulations and targets that Hydro currently 
has, and in doing so there was identified about $3 
billion in capital expenditures that could be deferred 
over the next 10 years. 

Q. Again that is still staying within 
all of the existing regulations? 

Agr iVesPartsis? 

Q. Have any actual decisions been taken 
yet on deferring emission controls? 


A. No, there have not been any 
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definitive decisions taken. 

The decision of the October 19 board 
meeting, of the board of directors, was to develop an 
emission control strategy, and this strategy would take 
into account more than just the hardware controls; for 
example, it would look at fueling options as well. But 


the intent is to develop a strategy that would be 


reviewed by senior management before making specific 


recommendations on a program of controls for the fossil 
system. 

Q. So can you summarize then what the 
status is of this potential of up to $3 billion in 
deferred capital expenditures? 

A. It's not possible to say definitively 
at this time whether all or some of that amount would 
be deferred over the next 10 years. Some of the 
control measures may go ahead and that again would only 
be determined after a review of the eniinaeee control 
strategy. 

In the meantime, though, we are assuming 
a series of deferrals as an illustrative assumption in 
planning, and for reference, the deferrals that are 
being contemplated are described in table 6-2 of 
Exhibit 796, and that's found on page 16 of that 


exhibit. 


Farr & Associates Reporting, Inc. 


Shalaby,Burke,Snelson 30453 
Dalziel 
dr ex (B. Campbell) 


All right. And given that illustrative 
set of deferrals about which decisions have not yet 
been made, have you done any analysis as to what 
emissions would look like if that illustrative program 
was in fact followed? 

A. Yes, we have, and that information 
was provided to the Ontario Hydro board of directors at 
the time of the October board meeting, and it appears 
as figure 10 in the October board memo, and is 
reproduced in Exhibit 937 as page 13. 

Now these nace assume the load 
forecast and surplus management measures at the time of 
the October 19th board memo. 

| For reference, emissions corresponding to 
the DSP Update are also shown on this figure as the 
dashed line. Essentially what we see is that over the 
next 10 years emissions are generally below the 
projections that correspond to the DSP Update for 
carbon dioxide, sulphur dioxide and for NOx emissions. 
This is largely a result of the fossil system being 
utilized less, and there are two reasons for that: one 
is that the load forecast is lower over much of that 
period, and also there is a slightly higher amount of 
purchase non-utility generation that's providing energy 


in that time period as well. 
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After the year 2000, the emissions trend 
higher than the DSP Update, but they do remain less 
than the corresponding limits and targets. 


I would like to point out that that if we 


take the DSP Update as a benchmark, then we still have 


time to develop definitive plans for the emission 
controls. 

Q. So, in other words, in that sense 
there is no need to make those decisions today? 

A. That's correct. 

Q.eeLiwants#torturnethen to» the 
requirement for major supply and major supply options, 
and staying with you, Mr. Dalziel, taking into secon 
everything that has been said this morning, has Hydro 
re-estimated the need for new major supply using the 
December 1992 load forecast? 

A. Yes, we have, and that has been shown 
as figure 8-1 in Exhibit 796 and it is reproduced here 
as page 14 of Exhibit 937. ange cree has been produced 
in the same way aS we provided this type of information 
on Panel 10, and the corresponding figure in Panel 10 
evidence was from Exhibit 682, page 28. 

Q. Now, I think before we go any 
further, figure 8-1, page 14 of this exhibit is marked 


revised, and I understand that in producing Exhibit 796 
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on a fairly tight time schedule, an error was made in 
determining the load meeting capability at the back end 
of the planning period; that is, beyond 2015 to 2017 
area, and I take it you have had time to correct that 
and make it consistent with the Update. Is all of that 
correct? 

A. That's right. That's why this figure 
extends to 2017 which was the time period that was 
talked about in Panel 10. 

Q. All right. Now, could you then go on 
and deal with what you wanted to deal with, with 
respect to this figure? 

A. This figure is illustrating two 
things for us: One is the need date, and that is the 
time at which the planning firm load exceeds the 
load-meeting capability of the existing SR taking 
into account our priority and contract options. And we 
are showing the impact of the termination of the 
Manitoba contract as well. 

The need date is 2009 without the 
Manitoba Purchase, and that is consistent with Panel 10 
evidence. In Exhibit 452 we had described a need date 
as ranging from 2009 to 2011. 

The other piece of information that this 


figure is illustrating is it indicates the new major 
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supply requirements to meet the gap between the 
load-meeting capability of the existing system and the 
planning firm load beyond those cross-over points on 
the far right-hand side of the figure. 

Table 8-1 of Exhibit 796 itemized the new 
major more supply requirements to provide for those 
load-meeting capability needs, taking into account the 
24 per cent planning reserve margin. 

Basically, just to summarize, by the end 
of the plan period, the requirements for new major 
supply reach about 10,800 megawatts in the year 2017, 
that's without the Manitoba Purchase, and this is about 
2,300 megawatts more than the requirements described by 
Panel 10. 

If you want to compare the corresponding 
figure, it would be page 29 of Exhibit 682 in Panel 
10's evidence. 

Q. Is there any change to the major 
supply options which Ontario Hydro considers might be 
available to meet these requirements? 

A. No, there is not. We think the major 
supply options available are the same as those 
described by Panels 7, 8 and 9. There may still be 
Opportunities in the future to negotiate major 


purchases from neighbouring utilities. Essentially all 
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the fossil options as described by Panel 8 remain 
available, as do the range of nuclear options that were 
described during Panel 9. 

There may also be additional NUGs or 
opportunities to purchase more energy from NUGs in the 
future which would work towards reducing the need for 
Hydro's new major supply requirements, and also there 
may be alternative nature technologies which may be 
able to make a contribution as was shown during Panel 
10's evidence in the consideration of the enhanced 
case. 

Q. Now, I notice that in figure 8-1 that 
you have been ne felaititig os the load load-meeting 
capability exceeds the firm load forecast in the period | 
1992 to 2009, and I.take it that that represents the 
Capacity surplus over that period that we have been 
talking about? 

A. Yes, it does. 

Q. How has that capacity surplus changed 
Since Panel 10? 

A. The capacity surplus, the current 
projection of it was shown as figure.10-1 of Exhibit 
796, and that's reproduced as page 15 of our current 
package of overheads. The main difference is that 


there is more surplus in the short-term; that is, more 
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surplus up to the about the year 1998. It's higher by 
about 1,000 to 1,500 megawatts in that period. 

Compared to the evidence of Panel 10, the corresponding 
comparison figure would be page 34 from Exhibit 682. 
Most of this difference is due to the load forecast. 

The figure that we are looking at here on 
page 15 does not include Lakeview Units 7 and 8 which 
would reduce the surplus by 570 megawatts from about 
mid-1993 to the year 2007 when those two units would 
normally be retired. 

Over that period, at least up to the year 
2002 or 2003, that would reduce the surplus to between 
the 2,000 Soy Sohne megawatt range. 

Q. I take it that Hydro will be 
continuing to consider steps to manage the current view 
of surplus capacity? 

A. Yes, we will. We would be continuing 
to review all of the ee for managing the surplus, 
and that range of options is demand management, 
non-utility generation, the hydraulic options, as well 
as other units on the existing system. 

As I said before during Panel 10 
evidence, that we will continue to examine surplus 
management as part of the ongoing business planning 


process within Ontario Hydro. 
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OF Al right. Again, against all of 
that background, what do you see as the implications 
for the long term as a result of the December 1992 load 
forecast and the surplus management measures that have 
been taken to date? 

A. We have had time to have an initial 
look at one illustrative system simulation. 

Q. What did you include in that 
simulation? 


A. What we have developed to carry out 


-the simulation is what we call the load and capacity 


tables. Some of these tables may be familiar to you in 
the attachments of the Panel 10 witness statement, 
which was Exhibit 646, and these tables describe the 
plan components that have been described this morning, 
as well as it specifies the new major supply options 
that may be used to meet the new major supply 
requirements. 
[11:36 a.m. ] 

We have been able to Carry out an energy 
production run and then also look at the associated air 
emissions as a result of the energy production run. 


Q. All right. Can you take these one at 


a time for us, please, and just indicate what the major 


supply additions are that were assumed? 
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A. The major supply additions assumed 
are illustrated in figure 10-2 of Exhibit 796 in the 
same way that we showed these major supply additions 
during the Panel 10 evidence, and the corresponding 
figures there from Exhibit 682 are pages 30 and 31, and 
it is reproduced as page 16 of our current set of 
overheads. 

Essentially, we see new major supply 
units coming into service in the year 2010. There is a 
block of combustion turbine niga in that year followed 
by a second group of CTUs in the year 2011. mic at} 
the year 2011 we have the first unit of a baseload 
generating station coming into service. 

The baseload generating station could be 
fossil or nuclear in ie same way as we described in 
Panel 10. That would be rece units, integrated 
gasification combined cycle, or CANDU nuclear. 

Q. Could you briefly run us through the 
energy production results, which I pakeudis are shown on 
the next page. 

THE CHAIRMAN: Could you perhaps explain, 
there is a revision of figure 10-2 from the original 
796 with some additional supply factors you put in 
towards the end of the period. Could you perhaps 


explain that? 


Farr & Associates Reporting, Inc. 


Shalaby,Burke,Snelson 
Dalziel 
dr ex (B. Campbell) 


MR. DALZIEL: Yes, that's correct. 

The figure that is in Exhibit 796 stops 
in the year 2015, and this figure goes on to the year 
2017. Essentially, it is continuing to add major 
supply to meet new major supply requirements that we 


looked at earlier, just a moment ago, and the reason 


30461 


that it goes beyond those extra two years again relates 


to the error that we made in defining the load meeting 


capability in the earlier production of Exhibit 796. 
So had we got it right the first time you would have 
been looking at this figure in Exhibit 796. 
What is happening then beyond the year 
20 oes) Sle | 
THE CHAIRMAN: And this figure does not 
also include the Lakeview decision; is that correct? 
MR. DALZIEL: That's correct, but the 
Lakeview decision would not impact on this figure in 
that new major supply has been added only after the 
surplus has disappeared. 
THE CHAIRMAN: All right. 
MR. DALZIEL: You wanted me to go on to 
the energy production results? 
| MR. B. CAMPBELL: Q. Thank you. 
' MR. DALZIEL: A. The details of the 


energy production -- or there is more information on 
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the energy production results in attachment J of 


Exhibit 796. The main figure has been reproduced as 


page 17 of Exhibit 937, and again this is extending to 
the year 2017. In attachment J you will find this 
figure ending in the year 2015. 

I will just summarize the energy 
production results by the end of the planned period. 

Ontario Hydro-driven demand reduction 
reaches about 15 terawatthours. Of course, this is not 
really an energy that is produced; it is an energy that 
is saved. Purchase NUGs by the end of the planned 
period reach about 30 terawatthours per year. 

Just to put those two numbers into 
perspective the typical use of the hydraulic units on 
Ontario Hydro's system today is in the range of 35 
terawatthours. So demand reducing options are 
providing about 40 per cent of the current use of the 
hydraulic system and purchase NUGsS would be providing 
about 85 per cent of the current use of the hydraulic 
system. 

Moving down, I am working my way down 


from the top on this figure, and the next block is the 


existing fossil system. It is providing about 10 


terawatthours per year throughout most of the 1990s. 


Beyond the year 2000 and the next decade it is 
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providing about 25 terawatthours per year. And after 
the year 2010 the existing fossil system is providing 
about 40 terawatthours per year. 

New supply, the new major supply options 
would be providing about 45 terawatthours per year, and 
most of that energy would come from the baseload units 
as opposed to the peaking CTUs. 

The existing nuclear units would provide 
about 55 terawatthours per year by the end of the 
planned period, and it is declining at that time as a 
result of the retirement of existing nuclear units. 

Energy from hydraulic facilities would 
total about 40 terawatthours per year by the end of the 
planning period. 

Q. Now, against that energy production 
can you highlight the air emissions, which I believe 
are shown on the next page, page 18 of the exhibit? 

A. Once again on page 18, Exhibit 937, 
the waetenoe to "revised" in the title of the figure 
is referring to the factor that it goes to the year 
203 Ja. 

For SO(2) emissions, which is the top 
figure, I'll just quickly give you a little bit of 
background as to the environmental controls that are 


assumed. There are scrubbers on two units at Lambton 


Farr & Associates Reporting, Inc. 


Shalaby,Burke,Snelson 30464 
Dalziel 
dr ex (B. Campbell) 


that are in-service by 1995, and then as they are 
needed there are eight pairs of scrubbers installed at 
the Lambton and Nanticoke stations over the years 2009 
to 2015. 

The light line on that figure corresponds 
to the DSP Update so that we can compare to the Update. 

The boxed line corresponds to this 
illustrative plan with IGCCs as the baseload units, and 
beyond 2010 the dashed line below the boxed line is the 
emissions that would result if the baseload new major 
supply veeaiaeehiehes were nuclear. 

Essentially what we see is that for the 
SO(2) emissions regulations are met in all years with 
an adequate margin, and it is at least 25 per cent 
below the margin up to the year 2010. 

For looking at the middle figure, the 
nitrogen oxide emissions, combustion process 


modifications for NOx control at Lambton units are 


assumed to be in-service by 1996. There are three 


pairs of selective catalytic reduction units at Lambton 
and Nanticoke stations installed around the year 2000. 
An additional four pairs of SCRs are installed at those 
stations between 2009 and 2015. 

Again, we are substantially below target 


to the year 2010 and about 20 per cent below the target 
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beyond the year 2010 for NOx emissions. 

Q. I take it, however, reading the small 
print on the diagram that there is some expectation 
that that target will reduce in the latter period of 
the planning period? 

A. That's right. 

On. «+ COC2):2 

A., ,For,€0(2)) there are no emission 
controls. The results show that the emissions would be 
below the illustrative target to about the year 2010, 
and thereafter the level of emissions is erOnale 
dependent on whether new baseload supply is 
CO(2)-emitting or a non-CO(2) emitter. 

If it is a non-CO(2) emitter then it may 
be possible to hold close to the target beyond the year 
2010. 

Q. Right. Have you been able to do a 
detailed determination of electricity prices for this 
plan as shown on page 18? 


A. No, we have not. The most current 


- projection of electricity prices is that which has been 


shown in the October board memo, and within that board 
memo it is shown within attachment A on page 8 as 
figure A. That also happens to be attachment A of 


Exhibit 796, the October board memo. 
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Q. Similarly, have you had an 
opportunity to complete the calculation of system 
incremental costs for the illustrative plan that you 
have been discussing? 

A. No, we haven't. 

The system incremental costs have been 
updated since the March, 1992 addition which was 
Exhibit 592, and that Update referred to those as the 
November, 1992 values, and they have been provided as 
attachment D of Exhibit 796. 

Those values ingbepseate the load 
forecast, the capital reductions. and the surplus 
Management measures that are consistent with the 
October 19th board memo. 

And the overall result is that the system 
incremental costs are down in all years, but they do 
return to the level of the March, 1992 values by the 
end of the planned period. 

Q. Now, you say they are down in all 
years. How much lower are they? 

A. In the near term they are down by 
about 20 per cent. As I say, they do return to the 
March, 1992 leveis later on in the planning period. 

A comparison is provided in attachment D 


of Exhibit 796 as figures 1 and 2 in that attachment, 
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and the comparison is of the planning and project 
appraisal SICs for the March, 1992 values and the 
November, 1992 values. 

Q. What are the main factors that have 
reduced the system incremental costs? 

A. There are two factors that have 
worked to reduce the SICs. One is a lower load 
forecast, particularly in the near term, and the other 
factor is the deferral of air emission controls on the 
fossil system. 

THE CHAIRMAN: I'm sorry, air emissions? 

MR. DALZIEL: . The deferral of air 
emission controls on the existing fossil system. 

MR. B. CAMPBELL: Q. In summary then I 
would ask you to compare the current view of the 
planned components on the basis that you have described 
to the DSP Update as described by Panel 10. 

MR. DALZIEL: A. A comparison is 
summarized and shown on table 10-1 of Exhibit 796, and 
we have reproduced that as page 19 of our package of 
overheads. 

The column on the far left side is simply 
listing the major Demand/Supply Plan components. The 
next column is the current view of the plan 


corresponding to the December, 1992. The remaining two 
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columns are referring to the DSP Update as described by 
Panel 10 for both managed and unmanaged surplus. 

Starting with demand management, it is 
lower than before, about 3,400 megawatts of demand 
management by the year 2000, including the effects of 
standards, and this is as has been described earlier by 
Mr. Burke and Mr. Shalaby. Of course, one of the big 
factors that accounts for the differences is the amount 
of fuel switching that takes place by natural 
marketplace forces. 

The next item, non-utility generation, in 
the December, '92 view of the plan it is about 2,800 
megawatts by the year 2000. That is the amount that is 
available if we want it. That is the amount that is, 
as I say, available unless there are further measures 
to manage non-utility generation. 

The Manitoba Purchase, Hydro has retained 
the short-term purchase of 200 megawatts that runs from 
1998 to 2003, but, as we have heard earlier, we have 
terminated the 1,000 megawatt purchase that would begin 
to come into service in the year 2001. 

For the hydraulic additions, both the 
Mattagami and the Niagara projects, as inadioatea here 
Hydro has chosen not to significantly delay these 


projects. They are planned for about the same period 
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as they were in the DSP Update for the unmanaged 
Surplus, and particularly for the Mattagami project it 
is roughly the same time period as was contemplated 
even under the DSP managed case. 

On the other hand, the Little Jackfish 
and Patten Post projects, Hydro has chosen to indicate 
a deferral of these two options by about 10 years as a 
surplus management measure, and this is consistent with 
the evidence of Panel 10 for the DSP Update managed 
case. 

There are no changes in the planning of 
the Ragged Chute. So there is no change with respect 
to that particular option since Panel 10. 

In the area of life extensions there are 
no changes since Panel 10. 

For removing units from service there are 
two units that have been removed from service as a 
result of the September board meeting and an additional 
two units have been removed from service as a result of 
the December board meeting. 

The results of the December board meeting 
are not reflected in this table, so the total amount of 
units that are being removed from service is four, all 
of that in 1993. And compared to the DSP this is 


taking place a little bit sooner and to a greater 
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extent, but directionally it is certainly consistent 
with the surplus management measures as described by 
Panel 10. 

For environmental controls, there are 
many deferrals as is illustrated in table 6-2 of 
Exhibit 796, but, as I said earlier, we will be waiting 
for a more definitive schedule of emission controls as 
a result of the review of the emission control 
strategy. 

For major supply the needs and options 
are similar to the descriptions of Panel 10. 

Q. Finally, then, if could I come back 
to you, Mr. Snelson, for just a moment I am just going 
to ask you to summarize what you see overall as the 
Significant changes in the demand/supply planning as it 
has developed since Panel 10. 

MR. SNELSON: A. I think to summarize it 
in almost one sentence it is that there has been 
significant change in the short term, over the next 
five to 10 years and a lesser change with respect to 
our longer-term expectations. 

In the short term there have been cuts to 
operating costs and capital plans responding to the 
increased pressures that we have discussed. 


The short-term situation has had some 
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effect on longer-term plans, and we do believe we have 
a reduced ability to afford to make capital investments 
in the 1990s for potential long-term benefits. 

With respect to the long-term 
specifically, then you have seen the comparison that 
Mr. Dalziel has described, and the changes from the 
illustrative managed surplus case that we described in 
Panel 10 are not all that large. The most significant 
change is the cancellation of the Manitoba Purchase. 

Coming back to the general thrusts of the 
plan, then most of the thrusts of the Demand/Supply 
Plan Update still apply. 

Mr. Burke has described long-term load 
forecast and how in terms of primary load there is not 
a great change. We still end up with the situation 
where we have no need for major supply approvals at 
this time. We still have a plan that is relying upon 
demand management, non-utility generation and hydraulic 
to meet the needs over the period from now until about 
the year 2010, and we believe the response portfolio 
that we described in the Update and in Panel 10 is 
still appropriate. 

[11:55 a.m. ] 
MR. B. CAMPBELL: Thank you. 


Thank you, Mr. Chairman. That completes 
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the direct evidence of this panel. 

I think there are two matters which I 
wish to address just briefly. 

The first is to advise you that I believe 
this brings the evidence before this panel in respect 
to the matters that have been considered by Hydro over 
the course of the fall as up-to-date as it is possible 
to be, and the ability to do that and present it to you 
so early in January has in no small measure been the 
result of great efforts on behalf of this panel and the 
staff that works with them over the course of the late 
fall, at a busy time of year in all circumstances, but 
they certainly have made significant efforts to bring 
all these events up-to-date for you, and I wish to have 
their effort recorded here. 

The second matter which I wish to address 
is that I am unclear as to, on the basis of the odds 
and ends of correspondence and discussion that I have 
had with intervening parties, as to whether there is 
any request outstanding that cross-examination of this 


panel be delayed in any respect. If any one is going 


to make such a request, I would simply ask that it be 


dealt with now. As I say, I have some sort of whiff of 
this but I don't have good enough information, and the 


time since the new year has not permitted me to gather 
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request. But I would ask that the panel and certainly 
those of us who rely on advice from the panel to make 


sure that we don't make terrible mistakes in this case, 


24 


25 


that the panel not be put in a position where 
cross-examination be broken for any length of time. 

If there is going to be any request, I 
would ask that it be dealt with now. Thank you. 

THE CHAIRMAN: Perhaps we could see if 
anyone, I know there are some, who wish to ask 
questions of this panel as a result of the evidence 
here this morning. 

Mr. Shepherd, I know you are one. You 
wish to ask some questions. 

Anyone else? 

Mrs. Mackesy. 

MR. R. WATSON: The MEA will be 
cross-examing this panel. 

THE CHAIRMAN: The MEA. 

MR. CASTRILLI: Moose River and 
Nan/Treaty #3. 

THE CHAIRMAN: Northwatch, Mrs. Smith, 
AECL, Energy Probe, AMPCO, CAC, CEG, ONGA. 

I can't identify you, sir. 


MR. ANSHAN: CAESCO. Mark Anshan, 
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CAESCO. 

THE CHAIRMAN: Thank you. 

SESCI. 

MR. GRENVILLE-WOOD: The Sierra Club as 
well. 


THE CHAIRMAN: Mr. Thompson, were you up. 
Tedidn“t*pick+you7up. FThank’you- 

Perhaps we could adjourn now and we can 
work out with Ms. Morrison, who is here, what the order 
of cross-examination will be, starting at 1:30 this 
afternoon. We start at 1:30 and go through until three 
and then we start again tomorrow morning if we are not 
finished in the hour and a half. 

MR. STARKMAN: Microphone, please. 

THE CHAIRMAN: Sorry. We will adjourn 
now and those who wish to cross-examine can work out 
with Ms. mowengen the order of cross-examination, and 
we will adjourn and come back at 1:30 and start the 
questioning, and continue tomorrow. If we are not 
finished tomorrow, we will not be sitting on Thursday 
this week. We will adjourn now until 1:30. 

THE REGISTRAR: Please come to order. 
This hearing will adjourn until 1:30. 

---Luncheon recess at 12:00 p.m. 


-~--On resuming at 1:30 p.m. 
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THE REGISTRAR: Please come to order. 
This hearing is against in session. Please be seated. 

THE CHAIRMAN: Mr. Rogers? 

MR. ROGERS: Thank you, Mr. Chairman. 
CROSS-EXAMINATION BY MR. ROGERS: 

Q. Gentlemen, I have a few questions and 
I think if we could all have before us your Exhibit 937 
that you filed this morning, we could perhaps use some 
of your charts to help us. 

I understand from the evidence this 
morning, in fact, I think it was in your prefiled 
material as well, that Ontario Hydro now recognizes 
that market forces will cause more fuel switching from 
electricity to gas than you formerly thought to be the 
case. 

MR. BURKE: A. Yes. 

Q. And this is because, Mr. Burke - you 
are the delegate I guess to answer these questions - 
this is because the price of natural gas is now 
forecast to be favourable relative to the escalating 
cost of electricity in the long term? 

A. vide As I pointed out in my direct 
evidence, though, I think there has been a favourable . 
relationship between gas and electricity for some time. 


Q. Yes. 
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A. But I believe that the reason why we 
needed to make an adjustment to the forecast in 
response to the events of the last two or three years 
was it has only been in the last two or three years 
that there has been a significant shift in response to 
that price differential by electricity customers. 

Q. rea you did say that. And the table 
that you referred to while making those comments this 
morning was page 2 of Exhibit 937, I think. Wait a 
minute. Sorry, that's the wrong one. It's page 4, 
right, Mr. Burke? 

A. Yes. 

Q. And we see there that, yes, indeed, 
natural gas has enjoyed a price advantage over 
electricity according to your calculations over most of 
the recent history except for a little period there in 
1981 to '83 Or SO; right? 

A. No. The plot indicates that there 
was price advantage in that period, though it was at 
its narrowest at the point. It was fuel oil that 
exceeds. 

Q. You are quite right. So it's always 
had a distinct advantage. 

A. Yes, in pure price terms, yes. 


Q. Now, why is it, if that is so, that 
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people didn't respond logically and switch to natural 
gas? 

A. Well, the gas, the space heating 
market has been essentially apd in Ontario between 
areas where gas waS available and where it was not 
available, and gas has had the majority of the market 
share in areas where gas was available, but in areas 
where gas was not available, electric space heating 
competed directly with fuel oil. And I think with the 
OPEC crisis in the early 70s, there was a fair bit of 
uncertainty about the role of -- well, the price 
prospects for oil, and that encouraged people to choose 
electricity in a non-gas Besa abie areas, and also the 
gas price was seen to be tied by many people to the 
price of oil and the prospects for oil prices and so 
there was uncertainty about the future for gas prices 
because of the connection of gas pricing to oil 
pricing. 

Q. Well, is your answer then that the 
reason that people didn't act rationally is because 
they falsely assumed that gas would be tied to oil and 
that there was going to be a lot of uncertainty about 
its price? 

A. I think there will Sere be a 


relationship between gas prices and oil price in key 
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markets, but yes, I think a lot of it did have to do 
with the uncertainty associated with future prices. 

Q. That was spawned in the early 70s 
during the oil crisis? 

A. Yes. 

Q. That is a long time ago. Why 
suddenly now has the public come awake, do you think? 

A. Well, it was only in 1986 that the 
OPEC cartel power really diminished in the world 
Marketplace and oil prices crashed. And I think while 
gas prices never reached the peaks that oil did in 
terms of absolute amounts and also in timing, that is 
the price of gas peaked in Canada in about '83 as that 
plot shows, the price of gas has weakened for some 
time. 

Q. Well, I still am not very clear. I 
don't want you to repeat what you told me. If that's 
your answer, fine. But have you anything else to help 
us understand why it is Ontario Hydro now realizes that 
people are switching to natural gas in response to this 
favourable price relationship? 

A. Well, I can only repeat what I said 
in my direct evidence, that the data we have on fuel 
switching just says that until 1988 or '89 there was 


very little evidence that people were doing it. Why 
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they were not doing this before, I really can't say. 

Q. You don't know. One thing we do 
know, and that is from looking at your data here that 
the pure price differential alone isn't enough: to make 
it happen; is it? 

A. Well, I think the pure price 
differential, certainly when it gets to the extreme 
that it has reached today may be much more -- may be 
able to overcome people's concerns about future price 
uncertainty. 

Q. Maybe. But even if we look at these 
data, historically there was a distinct price advantage 
and yet your data shows that people were not switching 
in the numbers that logic would dictate ought to have 
switched; isn't that obvious? 

A. I think that the choice of a heating 
system is a long-term decision and I think the observed 
prices are not the basis on which people were making 
that decision. 

Q. Thank you. So the basis on which 
people were making a decision then was heavily 
influenced by the capital cost of the furnace, for 
example, that they would install when the house was 
buile; signt? 


A. It's one factor in the decision. 
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Q. And that's still a factor in the 
decision? 

A. Yes. 

Q. You may recall - I think it was you - 
discussing with me earlier in the hearing some months 
ago a program that the government introduced to deal 
with this very problem and I think it was in the public 
housing sector. Are you familiar with that program? 

A. In general terms only. 

Q. Perhaps it wasn't you. 

MR. B. CAMPBELL: It was probably Ms. 
rraders 

MR. ROGERS: Maybe it was. I will trys'co 
recount what I believe the gist of the discussion was. 

Q. My recollection is that the 
government introduced some type of mandated policy 
which required the use of natural gas where available 
in certain government housing. 

Are you familiar with that, Mr. Shalaby, 
that program? 

MR. SHALABY: A. I was on that panel, 
yes. 

Q. Were you? Good. 

Have I fairly stated roughly what that 


program did? 
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A. In general terms, yes. 

Q. And I think the witnesses told me at 
that time that that was necessary because even though 
there was a distinct advantage from a price Erenipoi ne 
for natural gas over electricity, it was necessary for 
the government to provide some impetus to people so 
they would not be unduly influenced by the upfront 
Capital cost of the furnace. Do you recall that? 

A. Yes, I follow it. 

Q. This is a pretty simple point. 

People who are buying a new home may not have the 
choicie themselves for one thing, it may be the builder 
who chooses the type of heating; correct? 

A. Yes. 

Q. And the builder, because he wants to 
sell the house, iS going to be more heavy influenced by 
the capital cost of the furnace rather than the 
long-term cost of the energy that goes into the 
furnace; correct? 

A. Yes. 

Q. So that there is 2 bias if the 
capital cost of electrical furnacees is lower than the 
capital cost of a gas furnace, there is a bias that 
would lead to the decision being taken to have electric 


heating even though it may be uneconomic in the 
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long-term; correct? 

A. There is a bias that lowers first 
cost for the bidder, yes. 

Q. Right. So the builder may choose 
what in effect is an uneconomic choice for the ultimate 
consumer. 

A. They may, yes. 

Q. In fact, if left to their own devices 
I would think they would; would't they? 

A. Well, unless if consumers come and 
demand gas heated homes, they would do the other thing. 

Q. And for the consumer to do that, the 
conusmer would have to be sufficiently knowledgeable 
and logical and wealthy to be able to afford the higher 
cost of the gas furnace at the outset because that 
consumer would know over the long run he would yield 
net savings. 

A. There are many aspects of a home that 
fall into that category. 

Q. We are just talking here about energy 
at the moment, though. | 

A. Okay. Insulation, for example, is 
such an example. 

Q. Yes, I suppose it would be. 


What is Ontario Hydro planning to do, if 
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anything, to make sure that the appropriate decision is 
made in the beginning so that this economic fuel 
switching does in fact take place and continue to take 
place as you have forecast? 

MR. BURKE: A. I think the point in the 
load forecast is that the fuel switching is taking 
place, at quite a rate in the areas where -- and we are 
talking now conversions of existing systems, where 
people are replacing systems or considering alternate 
heating systems where they have a central electricity 
furnace already, so the front end cost is not very 
different between the two options, they are choosing 
gas now because of its lower operating costs. That is 
the major change in the forecast that central 
electricity furnaces are converting. 

Q. Right. You quite correctly pointed 
out that all you are doing is telling the Board what 
you have observed in the data but my question is and 
perhaps it shouldn't be addressed to you Mr. Burke, 
maybe Mr. Shalaby or one of the other panel. members, 
but what do you think it might be appropriate for 
Ontario Hydro to do, short of spending your money, 
because you said you don't want to do that any more, to 
encourage that type of conversion. 


MR. SHALABY: A. I think what we 
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indicated was the provision of adequate information to 
consumers as to what the fuel choices are and what the 
advantages are and what the disadvantages are. 

Q. Can you help me a little more as to 
what exactly you propose to do to ensure that that type 
of information is in the hands of consumers? 

A. I am not familiar enough exactly with 
the plans for alternate fuel information that will be 
provided. 

Q. Are there any plans available at the 
moment, do you know, or is this in the planning stage? 

A. I am not familiar enough with the 
specifies at this time. 

But we have seen in this hearing, for 
example, the Ontario government has brochures about 
heating choices, water heating and space heating 
choices about gas and electricity oil. So that kind of 
information is widely available to the public in 
various forms. 

Q. Tell me, Ontario Hydro has had 
situations of surplus capacity before? 

A. Yes. 

Q. When was roughly the last time when 
you had a large surplus? 


A. About 10 years ago. 
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Q. That would be right after you looked 
at the whole question of marginal cost pricing I guess 
you developed that surplus? 

| A. Not because of that I don't think. 
[Laughter. ] 

Q. ‘It I recall correctly, it was in the 
middle of that hearing? 

A. I think it was subsequent to that, 
yes. 

Q. Do you think it's a valid concern 
that Ontario Hydro -- 

A. Is seems you start a hearing and 
three years later you get surplus. [Laughter.] 

Q. Certainly on the basis of my 
experience. That's very predictable [Laughter. ] 

How do you answer the concern that some 
may have that Ontario Hydro will tend to soak up this 
surplus capacity you have now by marketing peak load 
space heating as I believe you did the last time 
around? 

A. Your question is how do I... 

Q. Can you assure the Board and people 
in this room that Ontario Hydro will not engage in 
programs designed to, in effect, market demand to soak 


up this excess capacity that you have? 
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A. Marketing electric space heating is 
unlikely to occur. That's definitely not in the 
current plans. 

Q. That would certainly -- 

A. It goes against all that we worked 
for over the last several years in terms of appropriate 
choice of fuel for appropriate use and an energy 
efficient Ontario. 

Q. Yes, I agree. But am I not correct, 
Sir, that the last time Ontario Hydro had a major 
supply surplus that it, in fact, did just that? 

A. Yes, you are correct. 

Q. I know you can't speak for the whole 
corporation, although you are in a position where you 
sort of have to, but can you assure us insofar as you 
are authorized to do so, that Ontario Hydro will not do 
that this time? 

A. Yes. 

Q. And Ontario Hydro will use ie 
influence with the municipal utilities to see that they 
do not that this time insofar as you are able to do 
that? 

A. Insofar as we are able to. As you 
well know the influence on municipal utilities works 


with some of them but not with all of them. 
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[Laughter. ] 

Q. No, I understand that. 
bl 245. ms) 

Thank you very much. I suppose the 
government can help in this regard as well, couldn't 
they? 

A. Yes. And that could be a difference 
between the current situation and the earlier time in 
that there was a big thrust off oil and gas at the 
time, the late ‘70s, early '80s. So the substitution 
into electricity was in fact a government policy off 
oil and gas. 

So the situation is exactly not analogous 
to what it was. There is surplus, but there are many 
other things that are different. 

Q. All I am saying is that you would 
encourage the government to exercise its influence to 
ensure that the surplus is not soaked up by marketing 
electricity in competition with gas. 

A. For space heating and water heating 
we don't feel that is an appropriate use for 
electricity. 

Q. Now, just one last small area of 
inquiry here, and that is to help me understand just 


where it is we are now in this hearing. I know this is 
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going to be the subject of a lot of discussion later 
on, but help me if you would. 

I know that Ontario Hydro now has before 
the Board a request for approval for some hydraulic 
facilities. Mr. Snelson? 

MR. SNELSON: A. We have a request for 
approval of a range of hydraulic capacity and energy. 

Q. Yes. And you have also shown us this 
morning - and this was in the prefiled material as 
well; this is at page 16 of Exhibit 937 - that by about 
the year 2010 it is now proposed that the new major 
supply will be added to the system...Mr. Dalziel, is 
it2en 

MR. DALZIEL: A. Yes, that's right. 

Q. You have also said this morning, I 
think, that 659 megawatt baseload increment in about 
the year 2011 could be nuclear? 

A. It could be nuclear it, it could be 
fossil. 

Q. What is the present planning horizon 
for nuclear facilities as Hydro sees it? 

A. What do you mean by 'planning © 
horizon'? 

Q. If you are going to build a nuclear 


plant in 2011, have it ready to come on stream in 2011, 
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when do we have to start work on that project to get 
the approvals and so on? 

MR. B. CAMPBELL: Mr. Chairman, this was 
an area that was gone into in great detail. The 
evidence of this panel is that there is no change in 
that area with respect to the nuclear facility -- 
nuclear evidence given by that panel, and in my 
submission it is beyond the scope of what this panel is 
here to do. That was gone into in great detail. 

THE CHAIRMAN: I think you will find the 
answer in that evidence. 

MR. ROGERS: Thank you, sir. 

THE CHAIRMAN: You can pose a 
hypothetical question if you want in order to assist. 

MR. ROGERS: If I could help the Board, I 
don't plan to challenge this at all. I just want to 
back up and find out where it falls in the 25-year 
planning period that we started looking at when we 
began this hearing. That usa). 

Q. So can you help me, gentlemen? I 
just don't remember what the answer is. 

MR. DALZIEL: A. With respect to the -- 

MR. B. CAMPBELL: Just a minute. 

MR. ROGERS: Sorry, Mr. Campbell. I 


thought that would solve your concern. 
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MR. B. CAMPBELL: No. Mr. Chairman, I 
intend throughout this cross-examination that we will 
pareke fairly firm line, what we are here to do is 
speak to the specific changes that we were asked to 
address when we called this panel. And for whatever 
purpose, I don't care what purpose it is, in my 
submission it is inappropriate to go back over areas 
where there is no change, and the evidence is clear on 
that point, and for whatever purpose this is not just 
another opportunity to continue cross-examination of 
matters that have already been covered. 

THE CHAIRMAN: I think I agree with Mr. 
Campbell's submission in general, but perhaps you could 
still frame your question so it wouldn't offend Mr. 
Campbell. 

MR. ROGERS: That is a nearly Herculean 
task. [Laughter. ] 

THE CHAIRMAN: What you really want to 
know is whether there is enough lead time to bring on 
stream a new major nuclear capacity of 659-- 

MR. ROGERS: Yes. 

THE CHAIRMAN: --megawatts by the year 
201% 

MR. ROGERS: I just wanted to know when 


we have to start thinking about that. That is really 
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what I want to know. If it takes about 10 years or so 
from istarir 

THE CHAIRMAN: Well, I think you will 
find the answer to that in Panel 9. 

MR. B. CAMPBELL: Absolutely. 

MR. ROGERS: Okay. Well, if it is there 
it is there. I won't push it if it is in the evidence. 
Thank you, sir. 

Q. What the data has told us then, I 
gather, Mr. Burke - just to return to the previous 


point, then we can finish this off - is that people are 


“now switching to natural gas because of the price 


advantage; right? 

MR. BURKE: A. Yes. 

Q. One would expect that to logically 
happen? 

A. No. I think that you already pointed 
out that there is a long period there where it didn't 
happen and then it changed, and, therefore, there must 
be something other than the fact that there is a price 
differential. 

Q. Price is an important part, but there 
are other factors as well. Fair enough? 

A. Yes. But also there is a stability 


to the price, a perceived stability to the current 
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price differential which did not exist before. 

Q. And the other thing that we have to 
have for this to work, for market forces is to work is 
that you have to have the prices set at the appropriate 
levels to reflect the true cost? 

A. I'm not sure I follow -- is that a 
question? 

Ov Gl“thought <1t (was: 

A. You are asking me if for this to work 
the prices should be set -- 

Q. If you are going to have an efficient 
switching from one fuel.to another the prices of the 
competing fuels have to be set properly. Isn't that 
obvious? 

A. Well, it depends what you mean by 
‘efficient switching', but if what you mean is that the 
optimal amount of switching occur in some theoretic 
economic sense then I think the price of natural gas is 
certainly set efficiently in the marketplace right now. 
I don't have any concern with that. And the price of 
electricity is set on the basis that it has been set by 
regulators for many years. Effectively, we have 
efficient prices in the marketplace. 

Q. So that is your way of saying "yes"? 


MR. B. CAMPBELL: His answer says what it 
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says, Mr. Chairman. 

MR. ROGERS: Okay. Thank you very much. 
Thank you, Sir. Those are my questions. 

THE CHAIRMAN: Thank you, Mr. Rogers. 
Mr. Castrilli, you are next. 

CROSS-EXAMINATION BY MR. CASTRILLI: 

Q. Could I ask you, gentlemen, to turn 
to what would be attachment C of Exhibit 796. We will 
be looking at page 5. 

As I understand your testimony generally, 
long-term demand is driven-by both energy prices and 
gross domestic product, and can we take it that the 
latter factor is greatly influenced by population 
growth? 

MR. ‘BURKE:. A. Yes. 

Q. Now, just WockanG at page Seana | 
believe this was referred to in the oral testimony this 
morning - looking at paragraph 3, you note that there 
is going to be a boost to population growth of an 
additional 500,000 people expected to be living in 
Ontario by the year 2015. 

Can you indicate what the source or what 
information base you are relying upon to justify a 
projection of a half a million people more by 2015? 


A. The demographic projection that 
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underlies the economic outlook that underlies this load 
forecast was prepared by our Economic Forecast section 
and is in keeping with the current consensus of the 
Treasury and Economics Ministry, Statistics Canada that 
fertility rates are somewhat higher than previously 
expected and that immigration rates to Canada in the 
long term will be higher than we had included in the 
forecast previously. 

Q. Can I take it that the 500,000 is 
taken directly from a Statistics Canada projection? 

A. No, it is not. We prepare our own 
demographic projection, but the various components of 
that projection use assumptions that are quite 
acceptable and of a consensus nature in the demographic 
community. 

Q. Would it be fair to say that for some 
of your projections such as information relating to 
your econometric model and for energy data you take 
information for purposes of input in respect to those 
two items directly from Statistics Canada? 

A. For forecasting purposes the 
forecasts we use are all generated internally. 
Statistics Canada itself prepares no forecasts. 

For demographics they prepare scenarios. 


We do not use their prepared scenarios. But they don't 
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prepare any other forecasts that I am aware of. 

Q. Do you know whether your 500,000 
people by the year 2015 is in fact a projection that is 
higher than Statistics Canada's for the year 2015? 

A. Off hand I can only tell you that 
Statistics Canada produces various scenarios with 
various sets of assumptions, and the projection we have 
now is very close to what our own treasury and 
economics, sort of government projection is for 
Ontario, and there is probably a Statistics Canada 
scenario very similar to the one that we use right now. 

They would also produce other scenarios 
just as they are, scenarios. 

THE CHAIRMAN: When you refer to 
"treasury and economics", you mean the Ontario 
government? 

MR. BURKE: Yes. 

MR. CASTRILLI: Q. We will now move to 
what would be or what is Appendix 2 of attachment C in 
the same exhibit, 796. 

MS. PATTERSON: What was that again? 

MR. CASTRILLI: Appendix 2. It is 
actually a separate document that is a part of 
attachment C in Exhibit 796. 


Q. We are looking at again -- sorry, we 


Farr & Associates Reporting, Inc. 


Shalaby,Burke,Snelson 30496 
Dalziel . 
cr ex (Castrilli) 


are looking at page 5, table 2.2. Let me know when you 
have the page. 

MR. BURKE: A. Page -- table 2.2? 

Q. Yes. 

A. Yes, I have that. 

Q. This is the Ontario real domestic 
product in 1986 dollars in millions? 

Now, I just wanted to understand what is 
going on in this table. 

As I look at this table, and I am looking 
now at the years in particular 1993 and 1994, growth 
rates have been increased from 4.0 and 4.5, 
respectively, to 4.6 and 5.0 per cent, respectively; is 


that right? 


Q. No? 

A. I think you have eet us in a typo 
here. The numbers -- sorry. No. What has happened -- 
yes. Sorry, take it back. No. 

The forecast was reduced in 1992 in July 
and increased in 1993 in July and also in 1994. So you 
can see that the 1992 forecast made in November, ‘91 
was 3.9 per cent. It was reduced 1.3 per Bae or so to 
2.5. Then, effectively the growth taken out of '92 was 


built back into '93 and '94 in the economic forecast 
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prepared in July. That forecast has subsequently been 
revised. down again. 

Q. Let me come at this a different way, 
Mr. Burke, if you are finished. 

A. Yes, ‘I am. 

Q. What information are you relying on 
to justify these increases in growth rates? 

A. The short-term economic forecast 
prepared by Ontario Hydro is a consensus forecast. We 
discuss this with the Ontario Energy Board every year, 
and Ontario Hydro uses a large group of forecasters to 
get a consensus forecast for Canada and then develops 
an Ontario forecast that it believes to be consistent 
with that consensus for Canada. 

So the numbers you see here are the 
result of that process. 

Q. How would the short-term forecast 
change if the assumptions used in the 1991 forecast 
were incorporated into the forecast for the years 1993 
through 1996? 

A. Sorry, how would the load forecast 
change, is that the question? 

Q. How would the forecast change for 
that four-year period? 


A. The economic forecast or the load 
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forecast? I'm not sure which forecast you mean. 

Q. The forecast we see in table 2.2. 
And also, how would the overall load forecast be 
affected if you used the 1991 forecast ~-- sorry, the 
1991 forecast percentages instead of what we see for 
July, 1992 for the period '93 to '96? 

A. Well, perhaps -- if we go back to the 
main attachment C there is a section on economic 
forecast there, which is on page 16. 

It gives the November, 1991 numbers that 
you are talking about as the numbers that were used 
last year in the DSP Update forecast, and it also gives 
the numbers we have used this year. 

_ For '93 to '95 you can see that they are 
the same in '93 and gaeana that '95 is 1 per cent 
higher this year than last year. But again, it is '92 
that is down considerably. 

I guess what I am trying to say is you 
can see the results of the growth rates at least for 
‘93 and 94 in the forecast we have got right now. 

Q. All right. Let me turn to page 7 of 
the Appendix 2, and we are looking at the very last 
sentence -- sorry, the last two sentences on the page, 
which say: 


The new level for 1992 load was not 
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taken directly from any of the models or 

the customer forecast but was a 

combination of the three. For 1993 to 

1997 the annual model error correction 

provided the basic energy rates of 

increase. 

Can I interpret that, Mr. Burke, to mean 
that the customer survey results were not used in any 
way for any forecasts beyond 1992? 

A. First of all, we are talking here 
about the Sater '92 forecast, which is not the 
short-term forecast, which is not the forecast in 
evidence before this Board. It has been superseded by 
the October short-term forecast which is discussed 
later in the appendix. 

(23.05) p.m, | 

| But for the record, we certainly did look 
at the values that the customers provided us beyond 
1992 when we prepared the July forecast. 

Q. Looked at but didn't use directly; is 
that right? 

A. That's correct, yes. 

Q. Now, on the same page, page 7, in the 
first paragraph, again the last two sentences read: 


Tests done on the state space model 


Farr & Associates Reporting, Inc. 


24 


20 


Shalaby,Burke,Snelson 30500 
Dalziel 
cr ex (Castralli) 


with actual data in various time periods 
show that it reacts strongly to recent 
changes in pattern and growth. Due to 
its response, its projections are to be 
tempered by judgments in times of rapid 
but transient change in pattern. 

If you would you just bear with me for a 
moment, Mr. Burke, I would like you to also look at 
page 15 of this appendix. The third paragraph, the 
third sentence says that: 

| The state space model forecast of 0.7 
per cent was rejected as not sufficiently 
responsive to the economic recovery 

projected for 1993. 

And so instead 2.0 per cent was used. 

Can you clarify for the Board why it was 
you used 2.0? And, in particular, is the statement at 
page 7 of Appendix 2 that I read into a record a moment 
ago consistent with the statement on page 15 that I 
just read? 

A. Yes, I think the statements are 
consistent. And essentially, the state space model is 
currently influenced heavily by recent history and has 
a very weak projection for load growth. 


Because there has been a -- the 
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relationship between GDP has not been a typical 
historical one, there is a very weak relationship in 
that model to GDP, a relationship between GDP growth 
and load growth. And so when we were forecasting a 
recovery in the economy for 1993, the model was not 
picking that recovery up, it was not effectively taking 
our forecast of economic recovery seriously. And so we 
chose not to use the model as we were going to believe 
the economic forecast that a recovery would take place 
in 1993. 

Q. Could I ask you, we are still in 
attachment C, ask you to go to page 83, we are looking 
at the table on this page. As I understand this table, 
correct me if I am wrong, it indicates that the 1989 to 
2000 average total industrial growth rate is assumed to 
be 2.1 per cent per year, which I take it is derived 
through construction of industry by industry process 
level models, is that... 

A. That is a fair description. 

On aks), thatbutairri? 

A. Yes. 

Q. Now, I also noticed on this page 
there is a category called "other", which is pegged at 
6.7 per cent. I take it somewhere else in the text 


there is a discussion of what are the other industries, 
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but for the record could you just advise the Board 
quickly of what the principal ones are? 

A. Well, there are a number of small 
industries, but the key issue concerning other is 
contained in the text on bottom of page 81 and the top 
of page 82 where it explains that for the short-term 
forecast which is included in this '89 to 2000 
interval, the other category which is the very top line 
of page 82, it says is used to make up the difference 
between the end-use forecast in the recommended 
short-term load forecast. Its strong growth may be 
interpreted as accounting for currently unspecified 
growth potential. 

It essentially is used in this forecast 
to tune the end-use projection to the short-term load 
forecast. That's why it's so large. 

I could hunt up the list of industries 
included in "other" if you wished. But without that 
sort of adjustment factor, it would have a growth rate 
probably pretty similar to the one it has between 2000 
and 2015 where it is just running around 1 per cent. 

Q. So clearly the 6.-- sorry, the 
overall 2.1 per cent average is pushed up considerably 
by the high rate assumed for the other category; is 


that a fair statement? 
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A. Yes, it is. But the methodology used 
in preparing the load forecast which is described in 
chapter 1, says that we produce the short-term load 
forecast first and then we tune our long-term models to 
the results of the short-term forecast, and this is the 
way this model is tuned. 

Now there are some judgments in there, 
admittedly. 

Q. Mr. Burke, just so I am clear, and 
you may have already answered this, and if you have I 
apologize. If the "other" category were forecast to 
grow at the same weighted average rate as the named 
categories, such as iron and steel, can we take it that 
the total industrial growth rate would be substantially 
lower or would be lower? 

A. Yes, the difference in 1997 is 5 
terawatthours to the level of the end-use forecast. 

What is at stake here is whether the 
end-use forecast for the short-term is a better 
predictor of the short-term than the combination of 
methods that we have used to derive our short-term load . 
forecast. 

Q. And if you can give me a ballpark, if 
you haven't already, how much would the forecast BE 


peak demand and energy be reduced for the years 2000 to 
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2015 if the “other" category was forecast to grow at 
the same weighted average as the named categories? 

A. Well, I'm not sure they would have 
been forecast to grow at exactly the average, but if it 
was not adjusted, then the way the forecast was 
prepared, there would be a 5 terawatthour difference 
from 1997 right through the forecast period. 

Q. Through’ to 2015? 

A. That's correct. 

Q. Allvright; thank you. 

Now, could I ask you, Mr. Burke, to turn 
to page 87. 

I am assuming if there are other 
witnesses who are more appropriately the person to 
answer the question, that they will not be reticent to 
do so. 

Could I = you to look at - for the 
timing being I will just focus, Mr. Burke - the next to 
last paragraph on page 87. The last sentence, 
actually, says: 

The possibility exists of shifting the 
highly electric insensitive electrolytic 
smelter to Falconbridge's Quebec smelters 
if hydro rates remain lower there. 


Can you tell me offhand, Mr. Burke, how 
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much the load forecast be reduced for the years 2000 to 
2015 if in fact this shift does occur? 

A. I don't have the Falconbridge, that 
particular smelter operation's load here right now. 

And in fact, I am not sure that I would be able to tell 
you because I think that's a confidential piece of 
information. 

Q. Just for the purposes of our 
discussion, I don't need it, this specific data, but 
can we take it that what follows, should that shifting 
actually occur, is that there would be a reduced load 
forecast for the period 2000 to 2015, all other matters 
being equal? 

A. I like that caveat. All other things 
being equal, yes, the forecast would be lower if this 
plant moved to Quebec. It never is, though. 
[Laughter.] 

Q. Now, I think, Mr. Snelson, it was you 
this morning who indicated during examination in chief 
that Ontario Hydro has - I don't think I actually got 
this down verbatim - but Hydro has withdrawn its 
application or will be withdrawing its application for 
the requirement and rationale for the Manitoba 
interconnection as a result of the cancellation of the 


Manitoba Purchase contract; is that right? 
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MR. B. CAMPBELL: I think I spoke to that 
this morning, Mr. Chairman. Yes, Ontario Hydro has 
indicated it is no longer seeking approval of the 
requirement and rationale for transmission 
incorporating the Manitoba Purchase. 

MR. CASTRILLI: Q. The other thing that 
was said this morning in connection with transmission 
is you said eats was no information available as to 
how cancellation of the contract affects other 
transmission plans. Just so I am clear on this, you 
are not in a position at this stage to indicate to the 
Board.whether Ontario Hydro intends to proceed with the 
construction of any east/west transmission for other 
purposes unconnected to the purchase? 

MR. SNELSON: A. I believe the situation 
is that the current plan for the Manitoba/Ontario 
interconnection from northeastern Ontario to the 
Manitoba border will not be proceeded with. 

Now, there may be other transmission, and 
there are other transmission plans in northeastern 
Ontario and in northwestern Ontario, but that major 
transmission line will not be proceeded with. 

Q. What is the time frame we are all 
collectively learning about what other transmission 


scenarios might come forward? 
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A. I don't have a specific time frame, 
and it may be different for different transmission 
plans, but it will emerge over the next three months, I 
would expect. 

THE CHAIRMAN: I think this morning you 
said it of the order of two months; is that right? 

MR. SNELSON: I believe with the order of 
two months I used with respect to the hold on 
non-utility generation projects. 

THE CHAIRMAN: That's right, I'm sorry. 

MR. SNELSON: I don't believe I did 
mention a specific time for the transmission studies. 

THE CHAIRMAN: That's right. 

MR. CASTRILLI: Q. Now, somewhere in 
your overheads, let me see if I can find it very 
quickly. I believe it's around page 11 of Exhibit 937. 
Let me know when you are there. 

MR. SNELSON: A. Yes. 

Q. Mr. Snelson, we see in the middle of 
page 11 which is a protection of reproduction of table 
5-1, schedule of hydroelectric projects, in the middle 
of the payable the resurrection of Little Jackfish, as 
it were, and can we take it that the resurrection -- I 
am sorry, the resurrection, the pushing back of the due 


date to 2009 implicitly carries with it transmission 
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plans at at some point in time? 


A. I don't believe this is the 


resurrection of Little Jackfish. Little Jackfish has 


never been killed. 

Q. I took the word “cancelled” to mean 
dead. 

A. That was and illustrative assumption. 
At that time Little Jackfish was still proceeding and 
it was an illustrative assumption of how the surplus 
might be managed. 

Q. I see. I will proceed cautiously 
when I see the word "cancelled". 

If I can have got Clarification.on.this} 
there will be, to the extent Little Jackfish remains on 
any kind of time frame, transmission associated with 
Lt? 

A. There is clearly transmission from 
the Little Jackfish site to the nearest point on the 
bulk system, which is closely associated with the 
Little Jackfish project, and that would be affected by 
whatever schedule is decided upon for Little Jackfish. 

Q. Could I ask you all collectively to 
turn to Exhibit 796, table 1.1. I think it is also 
page l of your Exhibit 937, for the record. As I look 


at this table, which is the economic impact of 10-year 
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project deferrals and mothballing, it seems to provide 
what I take to be an economic ranking of project 
deferrals for surplus management. Is that a fair 
characterization of what it is? 

A... Yes. 

Q. Now, bear with me because this 
information is sort of all over in this exhibit. I 
would like to you turn to attachment G, and we are 
looking at page 13, and this is figure 4.1, incremental 
benefit cost or cost of pecan realy mothballing or 
retirement candidate demand/supply options for surplus 
management. 

(22-258 pean’.e] 

Just looking down this page it indicates 
the retirement of the Lakeview units. Now, would that 
be all four units or is that just two units? 

MR. DALZIEL: A. The analysis was based 
on four units, but I think the economic ranking applies 
to -- as I said in my direct evidence, when you turn to 
a station on the existing system and you want to remove 
units from service Lakeview would be the first station 
you would turn to, be it one, two, three or four units. 

Q. ad just looking at the Lakeview 
units column I think you will confirm for me that it 


involves a net -~- sorry, that retirement of those four 
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units involves a net cost to Ontario Hydro of $42 
million; that is to say, with a present value of $37 
per kilowatt. Is that right? 

A. Yes. The table is indicating that as 
a net cost, the $42 million. That is in the last 
column. 

Q. Yes, that's right. And if we look up 
one column to Mattagami? 

A. Before we go on to the Mattagami I 
would just like to point out there is an explanation 
for the...page 12 I believe it is. 

The last paragraph.on that page does note 
that while there was . cost associated or shown in 
table 4.1 for the mothballing of Lakeview units it was 
judged that with the knowledge that the system 
incremental costs were going downwards that if new SIC 
values were used, such as the November, ‘92 values, 
that we would in all likelihood end up showing a 
benefit for mothballing the Lakeview units. As I say, 
the note on page 12 describes it. 

Q. I was going to come to that as well. 
I appreciate your pointing it out to me. 

| Let's just return to 4.1 for a minute on 
page 13. As I understand the table, deferral of the 


Mattagami complex would provide a net benefit to 
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Ontario Hydro of $11 million at a present value of $29 
per kilowatt. Is that how we read that? 

A. Yes. 

Q. All right. Now, you have indicated 
in reference to page 12 that deferral of Niagara and 
Lakeview create net benefits where before using the 
previously available March, 1992 system incremental 
costs you had shown small costs, if I can put it that 
way. 

Is that essentially what we have just 
been talking about? 

A. Yes. 

Q. All right. Now, let me come back to 
that, but before I do that I just want to ask you to 
turn to page 1l of the exhibit as a whole -- of 796, 
should say. Let me know when you are there. 

A. Yes. 

Q. And we are looking at the bottom of 
the page. The next to the last sentence says: These 
new values - which are the values we have just been 
talking about - if applied to the hydraulic program 
would tend to reduce the long-term benefits of 
hydraulic options by about 10 per cent but would 
increase the benefits of deferring. 


Perhaps you can just give me a clear 
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statement on this, as to why Ontario Hydro has decided 
to retire the Lakeview units while proceeding with 
Mattagami at this point in time. 

MR. SNELSON: A. I think on the Hates of 
economics these are all quite small numbers that we are 
talking about and the differences between the Lakeview 
units and Mattagami are in the area that we consider 
quite small. 

And I believe that was -- I did discuss 
that in my direct evidence, and that we are continuing 
with the Mattagami project because of the other 
benefits of the project that we discussed in Panel 6 
and Panel 10. 

Q. On the basis of figure 4.1 we are 
looking at a $50 million differential. What are the 
new numbers as between Mattagami and Lakeview? 

A. The change in system incremental 
values would affect both projects. 

Q. Yes. So does that mean the 
differential stays the same? 

A. Generally edeaidtiigy the change in 
system incremental values, as I indicated in my direct, 
for projects that have similar energy production 
characteristics that if we use a different set of 


system incremental values that we would end up with a 
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Situation where the ranking would not change very much. 
And that is what I said in my direct. 

Specifically, between Mattagami, which 
has a higher energy production I would expect 
associated with it than the incremental energy 
production from Lakeview units, I can't be quite so 
definitive on that. 

Onell’ mesorry? 

A. I can't be quite so definitive that 
the ranking won't change because of the differences in 
the energy production characteristics. 

Q. Do we have someplace in the evidence 
and I just haven't found it what the new number -- what 
the new net costs would be, in effect an Update of 
figure 4.1 at least as it relates to Mattagami and 
Lakeview? 

A. No, you don't have it. 

Q. I'm sorry, were you done with your 
answer? 

THE CHAIRMAN: The answer was no, they 
don't have it. 

MR. CASTRILLI os OF /4/Al LE right!) icould’ I 
ask you -~ I think we had been discussing page 11 of 
Exhibit 796 a moment ago, and as I understand this page 


it indicates that the preliminary recommendation for 
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Hydro to defer the Mattagami complex by six years was 
reversed owing to benefits in addition to economic 
benefits that had been identified by Ontario Hydro. 

And as I understand it, they are sort of 
summarized in what would be point 4(e) of the Executive 
Summary that is part of attachment A? And that would 
be the second page of that attachment. 

In particular you identify better 
operational utilization of the river, improved 
reservoir and erosion management, regional development, 
and relatively low cost upward flexibility. 

Do you have, Mr. Snelson, explicit values 
for these benefits associated with proceeding with 
Mattagami? 

MR. SNELSON: A. What do you mean by -- 

Q. In terms of present -- I'm sorry, do 
you have explicit present value numbers? 

A. No. 

Q. Maybe I can ask you the question this 
way or ask you a further question in respect to that. 

At what present value -- and I'm now 
thinking in terms of table 1.1, which might be the 
easiest way to do it, just taking table 1-1 as a 
benchmark. 


At what present value number would 
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Ontario Hydro decide that the deferral of the Mattagami 
complex would be justified, putting it in the terms of 
tablep1ls1?2 

A. Tadoatt think it is as simple as a 
matter as that, that there is a defined value where it 
is more than that Ganteneen cancel the project and if 
it is -- or defer the project, and if it is less than 
the value you go ahead. 

Q. Can it be done in terms of a range, a 
range of values? 


A. I believe that the judgment to go 


ahead is the balancing of a range of complex matters 


and that the judgment has been made on the basis of the 
current information to go ahead. 

I would have a great deal of difficulty 
trying to, and I don't think I should even attempt to, 
speculate as to what sort of judgments might be made in 
a variety of hypothetical situations. 

So I really can't speculate other than 
based on the current information. On the current 
information the decision was to go ahead. 

Q. Well, let's keep the discussion in 
general terms. 

What criteria are used by Ontario Hydro 


and were used by Ontario Hydro in this case in making 
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decisions concerning deferral of certain resource 
options and not deferring others? 

A. A enele range of matters were 
Genatdeneds and you see in attachments A and B, which 
are the September and October board memos, the specific 
ones that were addressed in discussions with the board. 

Q. Now, let's return to page ll, if we 
could, of 796. | 

You may have already answered this, but 
I'm looking at the last bulleted item on page 11 where 
you indicate that the hydraulic cost/benefit ratios 


discussed by Panel 10 and the economics of deferral are 


all based on a March, 1992 system incremental costs, 


which are to be found in Exhibit 592, and that more 
recent system incremental costs issued in November of 
1992 would tend to reduce the long-term benefits of 
hydraulic options by 10 per cent. 

Has Hydro done new calculations which 
include the November, 1992 system incremental costs? 

A. What specific new calculations are 
you referring to? We have not done new cost/benefit 
ratios for hydraulic projects. I said that in my 
direct evidence. 

Q. Yes, I recall that. 


Now, could I ask you to turn to 
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attachment D and on page 2 -- and let me know when you 
are there. You are discussing -- sorry, you're not 
there. Are you? All right. 

You are discussing on this page the issue 
of incremental system values and changes that were made 
with respect to them. 

Can you indicate for me, Mr. Snelson, if 
you are the right witness, what value if any would be 
applied to interarea transmission through the Mattagami 
project? 

A. I‘m afraid I can't recall what 
acaumliess were made about interarea transmission 
credits for hydraulic projects. It was discussed by 
Ms. Basu-Roy on Panel 6 in terms of the evaluation of 
cost/benefit ratios. That same methodology was used to 
update the tables for Panel 10, and, as I've said, 
there have been no new calculation made since then. 

Q. Now, we had discussed a moment ago in 
connection with page 11 of this exhibit, 796, the 10 
per cent decrease in the long term benefits of 
hydraulic options. 

Can you tell us, Mr. Snelson, how much of 
this drop or decrease is attributable to a change in 
the value of transmission and how much is due to the 


change in the value of generation? 
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Awe LE yousturnotos=--1 belteveraiteis 
mostly due to generation. The basis for that statement 
is the figure on page 11 of attachment D, which I 
believe excludes transmission. 

Q. That being figure 2? 

A. That's correct. 

Q. I'll come Babiaeo that. Could I ask 
you to turn to attachment G? And we will be looking at 
figure 6-1 on page 15. 

THE CHAIRMAN: I'm sorry, which document 
is this? 

MR. CASTRILLI: I'm sorry, Mr. Chairman. 
It is attachment G of Exhibit 796. 

THE CHAIRMAN: G as in George? 

MR. CASTRILLI: G as in George, yes. 

(2: 450. ms) 

Q. This figure is a summary of surplus 
management and capital project impacts on electricity 
prices. Mr. Snelson, does Hydro estimate what the 
expected rate impacts would be of deferral or 
cancellation of the Mattagami Complex? 

MR. DALZIEL: A. The answer is no, not 
individually for the Mattagami project. 

Q. Still with this exhibit, you provide 


in this figure 6-1 the value of the output of various 
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supply side and demand side resources based on, for 
example, fuel costs of 30 megawatts per hour for low 
sulphur coal. Did you provide a valuation for capacity 
as opposed to energy? 

A. The valuation of capacity, OM&A and 
fuel costs were all taken into account in estimating 
the rate impacts. An example of that is shown in table 
5-1, page 14. Those kinds of capital reductions were 
taken into account in considering demand management and 
the hydraulic, environmental controls, the other 
options that involve capital. 

The fueling costs that were used I guess 
are the ones that are indicated in the table. What we 
are looking at is the cost associated with the energy 
in table 6-1, so that does not include an ai ¥evance for 
capital, if that is getting to the answer to your 
question. But was capital included in the evaluation, 
the answer is yes. 

Q. Soas Tl Hage it, the $30 per 
megawatthour represents a value relating only to energy 
in figure 6-1? 

A. That is my understanding. 

Q. Now, could I ask you to turn to 
attachment H, schedule 4, of that attachment. In this 


particular attachment in this particular schedule, 
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under the heading of hydraulic we see the last item 
listed is a reference to the Spruce Falls power update, 
and unlike the noes of the other -- or I believe all of 
the other hydraulic projects listed in schedule 4, 
there is not a narrative relating to this project 
contained in schedule 1 of the same attachment that I 
could find. Could you identify and describe this 
project, first of all, and explain why it's included in 
schedule 4, and also tell us the basis for the data 
that's provided in schedule 4 in relation to it? 

A. I don't think any of us here have the 
specifics as to what that is referring to. It may have 
something to do with the arrangements in regard to the 
payment for power to Spruce Falls Paper that is part of 
the agreement surrounding Mattagami, but the specific 
details I don't think any of us here have them. 

You will notice that in total it's a very 
small item, and that if you look at the column of the 
figures, it's a question of shifting of it in time, 
that you have a number of positive and negative numbers 
that almost counterbalance. So it's a shifting of some 
payments around in time, that have little impact. 

Q. Exactly how much in the way of 
payments are we talking about in terms of shifting. Is 


it in the quarter billion dollar range? 
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A. I am afraid I don't know. 

Q. Gentlemen, if you will bear with me, 
this next question relates in part to other exhibits 
which I don't have in front of me. I am just going to 
quote some numbers from them and over the evening you 
can review those exhibits and numbers subject to check. 
Not a great deal turns on the fact that these numbers 
appear in different places, except that they are not 
always the same number. 

Since 1989, as I understand it, the 
Niagara project has been considered at a variety of 
Capacity ratings, and the information we have is that 
in the DSP itself Niagara is listed at 550 megawatts, 
patito be found at page 3? 

A. That's Exhibit 3? 

Q. I believe it's Exhibit 3, yes. While 
in the DSP Update it's shown has 600 megawatts. That 
would be Exhibit 452, page 22. I believe that same 
figure of. 600 megawatts is what you include in what is 
now attachment G to Exhibit 796, at page 6. 

Yes, you will see a figure of 600 
megawatts on page 6 of attachment G with respect to 
Niagara. 

Now the reason why I want to just provide 


with you that background is I wanted to understand a 
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figure that appears in attachment J of Exhibit 796, and 
we are looking table A-1-2. Let me know when you have 
that table. 

A. We have it in front of us. 

Q. Now this table, the item I am looking 
at in connection with table A-1-2 is a figure of 921 
megawatts for a line item entitled uncommitted 
hydraulic in the year 2002. 

A. Yes. 

Q. Now is that, some or all of that, in 
relation to Niagara? 

A. All of that is related to Niagara, as 
is another number further down inethe column. 

Q. That would be minus 321? 

A. That's correct. 

Q. For years uprated or downrated? 

Ace? Yes. 


Q. What I wanted to understand -- and 


‘that's in megawatts for the same year. Now what I want 


to understand is does that imply -- I take it that 
implies that the Niagara project could be expanded 
beyond 600 megawatts all the way up to 920 megawatts; 
is that a fair assessment? 

A. Yes. 


Q. Has Hydro compared the 
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cost-effectiveness of expanding Niagara to 900 
megawatts versus proceeding with Mattagami, or indeed 
doing other comparisons with resource options? 

A. What is being indicated in that table 
is a net capacity addition of 600 megawatts, and that 
is associated with the Niagara development. The 921 is 
entered in one place and an adjustment is made lower 
down in the table, so that when the return is done and 
when the capacity balances are done, effectively 600 
megawatts have been added in that year associated with 
the Niagara project. 

MR. B. CAMPBELL: Mr. Chairman, again on 
Panel 6 my recollection is that there was explicit 
discussion of the fact that this project, depending on 
the number of units that were installed at Niagara, it 
was contemplated that over time the ana or that 
there were options in terms of the number of units that 
could be put in at Niagara and that explained this 
range. I believe this has all been discussed in Panel 
6. 

MR. CASTRILLI: Mr. Chairman, it's almost 
three o'clock. I do have a bit more. This is probably 
an appropriate place to stop. 

THE CHAIRMAN: We will stop now and 


continue tomorrow morning at nine o'clock. I remind 
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you once more that we will not be sitting on Thursday 
this week. 

THE REGISTRAR: Please come to order. 
This hearing is adjourned until nine o'clock tomorrow 
morning. 
---Whereupon the hearing was adjourned at 2:58 p.m., to 


be resumed on Wednesday, January 6, 1993, at 9:00 
a.m. 


JAS/RR [c. copyright 1985] 
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